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BEFORE THE

| LLI NOI S COMMERCE COMM SSI ON

| LLI NOI S- AMERI CAN WATER COMPANY

DOCKET NO.
Proposed general increase in water 09-0319

and sewer rates.

N N N N N

Thur sday, Decenber 10, 2009

Springfield, Illinois

Met, pursuant to notice, at 9:00 a.m

BEFORE:

MS. ALI SA TAPI A, ALJ

APPEARANCES:

ALBERT STURTEVANT

JONES DAY
77 West Wacker
Chicago, Illinois 60601

(Appearing on behal f of
1

I noi s- Ameri can Water Conmpany)

SULLI VAN REPORTI NG CO., by
Laurel Patkes, Reporter
CSR #084-001340
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APPEARANCES: (CONT' D.)

JOHN J. REI CHART & JONI OTT
727 Craig Road
St. Louis, M ssouri 63141

(Appearing on behal f of
Il 1inois-American Water

Conpany.)

RYAN ROBERTSON

LUEDERS, ROBERTSON & KONZEN
P.O. Box 735

1939 Del mar

Granite City, Illinois 62040

(Appearing on behalf of Illinois

| ndustrial Water Consumers.)

SUSAN SATTER

OFFI CE OF THE ATTORNEY GENERAL
100 W Randol ph

11t h Fl oor

Chi cago, Illinois 60601

(Appearing on behalf of the
Peopl e of the State of
1 1inois.)

RI CHARD C. BALOUGH
BALOUGH LAW OFFI CES, LLC
One N. LaSalle Street
Suite 1910

Chicago, Illinois 60602

(Appearing on behalf of the

Cities of Chanmpaign and Urbana
and the Villages of Homer Glen
St. Joseph, Savoy and Sidney.)
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APPEARANCES: (CONT' D.)

JEFFREY M. ALPERI N

TRESSLER, SODERSTROM, MALONEY & PRI ESS, LLP
305 W Briarcliff Rd.

Bol i ngbrook, Illinois 60440

(Appearing on behalf of Village
of Bolingbrook.)

RAYMOND P. BARTEL

Assistant City Attorney

City of Des Plaines

1420 M ner/ Northwest Hi ghway

Des Plaines, Illinois 60016-4498

(Appearing on behalf of City of
Des Pl aines via teleconference.)

M CHAEL J. LANNON

160 N. LaSalle

Suite C-800

Chi cago, Illinois 60601

- and-
LI NDA M. BUELL
527 E. Capitol Ave.
Springfield, Illinois 62701
(Appearing on behalf of staff of

the Illinois Comrerce
Comm ssion.)
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W TNESSES

LARRY H. W LCOX
By Ms. Buell
By Ms. Satter

By M. Sturtevant

CHRI STOPHER L. BOGGS

By M. Lannon

DANI EL KAHLE
By Ms. Buell

PETER LAZARE
By M. Lannon

PHI LI P RUKOSUEV
By M. Lannon
By M. Bal ough

PHI L HARDAS
By Ms. Buell
By Ms. Satter

JON DUDDLES
By M. Bartel
By M. Sturtevant

NDEX
DI RECT CROSS REDI RECT  RECROSS
529 565
533
561
556
568
572
577
581
588
595
598
614
619
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EXHI BI' TS

| AWC Exhibits 8.00 thru 8.12, 8.00
R-1 Revised, 8.01 R-1 through 8.09
R-1, 8.00 R-2 Revised, 8.00 R-2
Revised, 8.01 R-2 thru 8.01 R-13,
8.00 SR Revised, 8.14, 11.00 thru
11.02, 12.0, 12.01, 13.00, 13.01
Revi sed, 13.02, 13.00 SUPP thru
13. 02 SUPP, 13.00 R-1, 13.01 R-1,
13.00 R-2, 13.00 SR, 13.03, 20.00
SR, JNK-1, 20.01 & 14.00 thru

19. 00

| AWC Cross 2

HG 1.0R, 1.01, 2.0, 2.1, 3.0,

3.01, 4.0 R-2, 4.1R, 4.2

HG- | AWC Joint 1, | AWC-HG 1. 08,
1.09, 1.12, 1.14, 1.27, 2.01, 2.04
thru 2.07, 2.09, 2.10, 3.01, 3.04,
3.05, 3.15, 4.04, 4.05, 4.24,

4.26, 4.27, 4.29, 4.32 & 4. 36

AG 2.0 thru 2.5, 6.0 thru 6.4, 4.0
thru 4.2, 8.0, 8.1, 3.0 thru 3.3,

7.0 thru 7.2 & AG Joint
Muni cipalities 1, 1.1, 1.2, 5.0,
5.0 Revised, 5.1, 5.2 & 5.4 thru

5.6

AG Cross 16
AG Cross 19
AG Cross 20

ICC Staff 1.0 & 8.0R

|CC Staff 2.0 thru 2.2, 9.0 & 9.1
|CC Staff 3.0 & 10.0

|CC Staff 4.0 thru 4.7 & 11.0 thru
15.0

| DENTI FI ED ADM TTED
E- docket 506
621 624
E- docket 507
E- docket 515
497
540 556
605
E- docket 576
E- docket 532
E- docket 598
E- docket 521
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EXHI BI TS | NDEX ( CONT' D)

| CC Staff 5.0 & 12.0R thru
12. 03R

|CC Staff 6.0 & 13.0

| CC Staff 7.0 & 14.0 RC

Il WC Exhibits 1.0 thru 1.24, 2.0
thru 2.5, 3.0, 3.1, 3.2, 4.0, 5.0,
6.0, 7.0 & 8.0

DP Exhibit 01

MP Exhibit 1.0

MARKED
E- docket

E- docket
E- docket

E- docket

E- docket

E- docket

ADM TTED
587

580
571

523

524

525
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PROCEEDI NGS

JUDGE TAPI A: By the authority vested in ne by
the Illinois Commerce Comm ssion, | now call Docket
No. 09-0319. This docket concerns a general increase
in rates for delivery services submtted by
I11inois-American Water Conpany.

May | have appearances for the record,
pl ease?

MR. STURTEVANT: Appearing on behal f of
II1inois-American Water Conpany, Al bert Sturtevant
(S-t-u-r-t-e-v-a-n-t), Jones Day, 77 West Wacker,
Chicago, Illinois 60601.

MR. REI CHART: And al so appearing on behal f of
I11inois-American Water Conmpany, John Reichart and
Joni Ott. Address is 727 Craig Road, St. Louis,

M ssouri  63141.

MS. SATTER: Appearing on behalf of the People
of the State of Illinois, Susan L. Satter, 100 West
Randol ph Street, Chicago, Illinois 60601.

MS. BUELL: Appearing on behalf of staff
wi t nesses of the Illinois Commerce Conm ssion, Linda

M. Buell, 527 East Capitol Avenue, Springfield,
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I1linois 62701.

MR. LANNON: Also appearing on behalf of the
staff of the Illinois Commerce Conmm ssion, M chae
Lannon, 160 North LaSalle Street, Suite C-800,
Chicago, Illinois 60601.

MR. BALOUGH: Appearing on behalf of the Cities
of Chanpai gn and Urbana and the Villages of Homer
G en, St. Joseph, Savoy and Sidney, Richard Bal ough,
Bal ough Law Offices, LLC, One North LaSalle Street,
Suite 1910, Chicago, Illinois 60602.

MR. ROBERTSON: Appearing on behalf of the
Il1inois Industrial Water Consumers, Ryan Robertson,
Lueders, Robertson & Konzen, 1939 Del mar, Granite
City Illinois 62040.

JUDGE TAPI A: Anyone else wishing to enter an
appearance?

Okay. Then we can proceed.
Ms. Satter, you wanted to enter into
evidence a document ?

MS. SATTER: Yes. Yesterday a docunent was
mar ked during the cross-exam nation of M. Kerkove,

AG Cross Exhibit 16, and | would like to move for the
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adm ssion of that document.

JUDGE TAPI A: Any objection from the conpany?

MR. STURTEVANT: No objection, Your Honor.

JUDGE TAPI A:  All right. Heari ng no objection,
AG Exhibit 16 which is the Consumer Price |ndex
document is entered into evidence.

(Wher eupon AG Cross Exhibit 16
was adm tted into evidence at
this time.)

JUDGE TAPI A: Before we hear witnesses, | want
to go ahead and enter affidavits for the witnesses
that won't be testifying.

In the event that you don't have a
signed affidavit today, you will be allowed to go
ahead and file it as a late filing.

Okay. Who wants to go first?

MR. STURTEVANT: Your Honor, | guess if | may,
before we get started on that, | had at | east one
thing I wanted to address first thing this morning.

There's a witness for the City of
Des Pl ai nes named M . Duddl es who wi shed to offer a

statement supplementing his direct testinmony in

497



1 response to M. Uffel man. He would like to offer

2 t hat statement by phone this afternoon, and | believe
3 he's avail able starting at 3. He woul d offer his

4 statement in whatever form over the phone. | have a
5 few clarifying questions to ask him and expect it to

6 be wrapped up pretty quickly.

7 The conpany is in agreement with this
8 approach, but obviously, it's subject to your

9 approval .

10 JUDGE TAPI A: OCkay. That would be fine. 3

11 o' cl ock?

12 MR. STURTEVANT: Yes. And I'IIl circulate a

13 phone bridge if we'd be able to set something up in
14 here.

15 JUDGE TAPI A:  Yes. Il will talk to the clerk's

16 office and find out how to do that.

17 MR. STURTEVANT: OCkay. And I'll have a dial-in
18 number .

19 JUDGE TAPI A: So he will be testifying at 3

20 p.m ?

21 MR. STURTEVANT: Yes.

22 JUDGE TAPI A: Okay. Anything el se,
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M. Sturtevant?

MR. STURTEVANT: Not hi ng that we can't address
after we deal with the affidavits.

JUDGE TAPI A: Okay. Who would like to go
first? The company, any affidavits you'd like to
subm t?

MR. STURTEVANT: Yes, Your Honor. | would just
intend to read all the exhibits and exhibit numbers
into the record and indicate their supportive
affidavit. s that all right?

JUDGE TAPI A: Yes.

MR. STURTEVANT: The first set of exhibits is
the testinony of Ms. Pauline Ahern which consists of
her direct testimny marked as | AWC Exhi bit 8.00 and
accompanyi ng exhibits I AWC Exhibits 8.01, 8.02, 8.083,
8.04, 8.05, 8.06, 8.07, 8.08, 8.09, 8.10, 8.11 and
8. 12.

In addition, there is the rebuttal
testinony of Ms. Ahern marked as |AWC 8.00 R-1
Revi sed with acconpanying exhibits I AWC Exhibits 8.01
R-1, 8.02 R-1, 8.03 R-1, 8.04 R-1, 8.05 R-1, 8.06

R-1, 8.07 R-1, and 8.08 R-1.
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Ms. Ahern has the second part of her
rebuttal testinony which is marked as | AWC Exhi bit
8.00 R-2 Revised.

Oh, | apol ogize, Your Honor. There
was al so an Exhibit 8.09 R-1.

And then the second part of her
rebuttal testinony is | AW Exhibit 8.00 R-2 Revised
with accompanying Exhibits 8.01 R-2, 8.02 R-2,

8.03 R-2, 8.04 R 2, 8.05 R-2, 8.06 R 2, 8.07 R-2,
8.08 R-2, 8.09 R2, 8.10 R-2, 8.11 R-2, 8.12 R- 2, and
8.13 R-2.

Finally, M. Ahern has surrebuttal
testi nony marked as | AWC 8. 00 SR Revi sed.

Al'l of these testinmny and exhibits
are supported by her affidavit which is marked as
| AWC 8.14, and | believe that will be filed on
e- docket today.

In addition, we have the testinony of
M . Mark Young, his direct testimny which was marked
as | AWC Exhibit 11.00 and one exhibit attached marked
as | AWC Exhibit 11.01. This testimony and exhi bit

are supported by his affidavit which is marked as
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| AWC Exhi bit 11.02.

Next we have the direct testinmony of
M . John Young. That's been marked as | AWC
Exhibit 12.00. That is supported by M. John Young's
affidavit which is marked as | AWC Exhi bit 12.01.
believe that will be filed on e-docket today as well.

And then lastly, not lastly, second to
| astly we have M. MKinley's testinmony, what's been
mar ked as | AWC Exhi bit 13.00, direct testinmny of J.
Rowe McKinley. We have | AWC Exhibit 13.01 Revised,
| AWC Exhibit 13.02, | AWC Exhibit 13.00 SUPP which is
t he supplemental direct testimny of J. Rowe
McKi nl ey. That's acconpanied by | AWC Exhibit 13.01
SUPP and | AWC Exhi bit 13.02 SUPP.

We have M. MKinley's rebuttal
testinony, IAWC 13.00 R-1 with acconpanying exhibits
| AWC 13.01 R-1, and the second part of M. MKinley's
rebuttal testinony marked as | AWC 13. 00 R-2.

Then lastly for M. MKinley we have
his surrebuttal testimny marked as | AWC 13. 00 SR.

Al'l of these are supported by

M. MKinley's affidavit which is marked as | AWC
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13. 03.

Lastly, we have the surrebuttal
testinony of M. Kalinovich marked as | AWC
Exhibit 20.00 SR. He also has an attachment to his
surrebuttal testimny marked as | AWC Exhi bit JNK-1.
This testimny is supported by M. Kalinovich's
affidavit which is marked as | AWC Exhi bit 20.01, and
that will be | believe filed on e-docket as well.

I n addition, Your Honor, we have the
company's Part 285 schedules. Those are identified
on our exhibit list, and they consist of | AWC
Exhi bit 14.00, the A schedules, | AW Exhibit 15.00,
the B schedul es, 16.00, the C schedules, 17.00, the D
schedul es, 18.00, the E schedules, and 19.00, the G
schedul es.

A number of those schedul es have been
revised in the course of the case, and those
revisions are identified on our exhibit list, and |
guess | would suggest that we just note that those
are identified on the exhibit |list rather than going
t hrough themin detail, but I'd be happy to identify

all the revisions if you'd like me to.
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JUDGE TAPI A: Are there a lot of revisions?

MR. STURTEVANT: Well, there are a | arge number
of schedul es, you know, a nunmber of which have been
revised during the course of the case.

JUDGE TAPI A: And they're identified in the
exhibit list?

MR. STURTEVANT: They're identified in the
exhibit list, so the exhibit list will reflect the
most current revision of each schedule that's
contained within those exhibits that | identified.

JUDGE TAPI A: Okay. That would be fine just to
have the exhibit |ist.

MR. STURTEVANT: Ckay.

JUDGE TAPI A: Anything else, M. Sturtevant?

MR. STURTEVANT: No, | think that's covered it.

JUDGE TAPI A:  \Who would Iike to go next?

M . Bal ough?
MR. BALOUGH: Thank you, Your Honor.
On behalf of the Village of Homer
Gl en, we have the direct testimny of Jim Daley which
has been marked as HG Exhibit 1.0R, and he will be

filing an affidavit as HG Exhibit 1.01.
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We have the direct testimny of Mary
Ni em ec which is HG Exhibit 2.0. She will be filing
an affidavit that will be marked as 2.01.

We have the direct testinmony of
M chael Schofield which is H. ..

JUDGE TAPI A: M . Bal ough, 1'm sorry.
Ms. Anem c, what is the original exhibit number?
MR. BALOUGH: Her origi nal exhibit nunber is
2.0, and that's N-i-e-mi-e-c.

The next witness is Mchael Schofield
(S-c-h-o-f-i-e-1-d). His testimny has been marked
as HG Exhibit 3.0. He has an affidavit that has been
mar ked and has been filed as HG Exhibit 3.01.

We have the rebuttal testinmony of
Aaron Fundich. That's A-a-r-o-n F-u-n-d-i-c-h. That
testimony has been marked as HG Exhibit 4.0 R-2. He
al so has his resume which is attached as
Exhibit 4.1R, and we will be filing an affidavit for
M . Fundich and that will be marked as HG
Exhibit 4.2.

JUDGE TAPI A: Thank you, M. Bal ough.

MR. BALOUGH: And one ot her thing.
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JUDGE TAPI A:

MR. BALOUGH:

Wat er
adm ssi on of
mar ki ng that |

and we will

responses that

JUDGE TAPI A:
MR. BALOUGH:

hopefully the company wil

have entered into an agreenent

Oh, okay.

Homer Gl en and Illinois-American

concerning the

certain data requests, and we will be
believe as HG | AWC Joi nt Exhibit 1,
file that on e-docket.
Do you want ne to list the data
will be in that exhibit?
Yes, go ahead for the record.
Okay. For the record, and
correct me if | mss one,
be adm tted. I AWC- HG

t hese data requests wil

Exhi bit 1.08.

And,

brevity,

JUDGE TAPI A:

MR. BALOUGH:

1.27, 2.01, 2.04,

3.04, 3.05, 3.15,

they're all

Your Honor, for purposes of
mar ked | AWC- HG, okay?
Okay.

The next one is 1.09, 1.12, 1.14,
2.05, 2.06, 2.07, 2.09, 2.10, 3.01,

4.04, 4.05, 4.24, 4.26, 4.27, 4. 36,

and, |'m sorry, this one is out of order, 4.29, 4.32
and 4. 36, and, again, Your Honor, we will file on
e-docket all of these in exhibit form
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JUDGE TAPI A: Ckay.

MS. BUELL: M . Bal ough, are those Homer Gl en
responses to Illinois-American data requests?

MR. BALOUGH: Yes, they are.

MS. BUELL: Thank you.

MR. BALOUGH: And with that, we would then
offer all these exhibits.

JUDGE TAPI A: Thank you.

Before we go on to AG, the docunments
and exhibits stated by M. Sturtevant on behal f of
the Illinois-American Water Conpany, they're al
entered into evidence.

(VMhereupon | AWC Exhi bits 8.00

t hrough 8.12, 8.00 R-1 Revised,
8.01 R-1 through 8.09 R-1,

8.00 R-2 Revised, 8.00 R-2

Revi sed, 8.01 R-2 through 8.01

R-13, 8.00 SR Revised, 8.14,

11. 00 through 11.02, 12.0,

12. 01, 13.00, 13.01 Revi sed,

13. 02, 13.00 SUPP through 13.02

SUPP, 13.00 R-1, 13.01 R-1,
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13.00 R-2, 13.00 SR, 13.03,

20. 00 SR, JNK-1, 20.01, and
14. 00 through 19.00 were
admtted into evidence at this
time.)

JUDGE TAPI A: And the exhibits and data
requests identified by M. Bal ough on behalf of Homer
Gl en are entered into evidence.

(VMhereupon HG Exhibit 1.0R,

1.01, 2.0, 2.1, 3.0, 3.01, 4.0
R-2, 4.1R, 4.2, HG- | AWC Joi nt
Exhibit 1, | AWC-HG 1.08, 1.09,
1.12, 1.14, 1.27, 2.01, 2.04
thru 2.07, 2.09, 2.10, 3.01,
3.04, 3.05, 3.15, 4.04, 4.05,
4.24, 4.26, 4.27, 4.29, 4.32 &
4.36 were admtted into evidence
at this tine.)

JUDGE TAPI A: Ckay. Ms. Satter?

MS. SATTER: Thank you.

The followi ng exhibits are being

offered by the people of the State of Illinois and by
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joint municipalities when indicated.

First 1'd like to offer the testimony
of Scott J. Rubin. His direct testinony is AG
Exhibit 2.0 with Exhibits 2.01 through 2.05.

His rebuttal testinmony is AG
Exhibit 6.0 and M. Rubin's rebuttal exhibits to his
rebuttal testinony are AG Exhibits 6.01 through 6.04.

We will be filing his affidavit
probably tomorrow on e-docket if that's acceptable.

JUDGE TAPI A: Yes.

MS. SATTER: The People of the State of
Il'1inois have also offered the direct testinony of
M . Robert Boros (B-o-r-o0-s), and that has been
mar ked as AG Exhibit 4.0 and exhibits to 4.0 are AG
Exhibit 4.1 and AG Exhibit 4.2.

M . Boros' filed supplemental direct
testimony, and we were granted |eave to do so. That
testinony is marked AG Exhibit 8.0. M . Boros'
affidavit will be marked AG Exhibit 8.1 and will be
avail able to be filed on e-docket on Friday.

JUDGE TAPI A: ' m sorry, Ms. Satter. It's

8.017?
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MS. SATTER: 8.1.

JUDGE TAPI A: Ckay.

MS. SATTER: The People of the State of
Il'1inois have also offered the direct testinony of
Avis G bons (G i-b-0-n-s) marked as AG Exhibit 3.0.
Exhibits to Exhibit 3.0 are AG Exhibit 3.1 through AG
Exhi bit 3. 3.

The supplemental direct testimny of
Ms. G bons has been marked as AG Exhibit 7.0, and it
has one attached exhibit, AG Exhibit 7.1.

Her affidavit will be marked AG
Exhibit 7.2 and will be available to file on e-docket
t omorr ow.

JUDGE TAPI A: Ckay.

MS. BUELL: Ms. Satter, how are you going to
mark for identification M. Rubin's affidavit?

MS. SATTER: 6. 04.

MS. BUELL: | think he has an Exhibit 6.04.

MS. SATTER: Does he? Let nme check.

11 be happy to double check that.
have his last Exhibit 6.03.

MS. BUELL: Okay. Then his affidavit you say
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will be 6.047?

MS. SATTER: Yes.

MS. BUELL: Thank you.

MS. SATTER: Then the final piece of testinmony
we would like to offer is the direct testinony of
Ral ph C. Smth, and M. Smth has submtted this
testimony, and on behalf of the people of the State
of Illinois as well as on behalf of several
muni ci palities, 1'd like to state their names into
the record, and that there was one city that joined
after the testimony was fil ed.

So the cities who are co-sponsoring
M. Smth's testimony are the City of Des Pl aines,
the Village of Bolingbrook, the Village of G en
Ellen, Illinois , the Village of Homer Gl en, the
Village of Lenont, Village of Lonmbard, Village of
Mount Prospect, Village of Orland Hills, Village of
Prairie Grove, Village of Wuodridge, and El mhurst is
also joining in sponsoring M. Smth's testinmny.

And that document has been marked as
AG Joint Municipalities Exhibit 1. This docunent was

filed in a confidential and a public version.
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Since the filing of this docunment, the
company and the Office of the Attorney General have
agreed that the confidential designations can be
removed, so | do have a question...

JUDGE TAPI A: Yes.

MS. SATTER: ...which is whether the
Adm ni strative Law Judge can release the confidenti al
version to the public file or whether | need to
refile it with the confidential designations renmoved.

JUDGE TAPI A: For the benefit of Judge Jones, |
woul d recommend you file it.

MS. SATTER: Refile it?

JUDGE TAPI A: Refile it.

MS. SATTER: Okay. The only change to that
exhibit will be the removal of the confidential
designations just for the record so people understand
t hat .

And M. Smth's direct testinmny was
mar ked as AG Joint Municipalities Exhibit 1.0. I n
addition, he has exhibits AG Joint Municipalities
Exhibit 1.1 and 1.2.

Simlarly to his testinony,

511



10

11

12

13

14

15

16

17

18

19

20

21

22

Exhibit 1.2 had some portions marked confidential.
Those designations are being removed so that will be
refiled w thout the designations.
JUDGE TAPI A: Ckay.
MS. SATTER: M. Smth filed rebuttal

testinony, AG Joint Municipalities Exhibit 5.0. That
has been revised in accordance with the agreement
between the Office of the Attorney General and the
company, and that revised document will be filed on
e-docket tonorrow along with M. Smth's affidavit.
It is being called AG Joint Municipalities
Exhibit 5.0 Revised.

The change is to remove the
di scussi on. | believe it's on -- let nme just get you
t he exact pages so that it's in the record.

The | anguage starting on page 52, |line
1080 t hrough page 54, lines 1123 are being renoved
from the AG Joint Municipalities Exhibit 5.0 as
originally filed.

On rebuttal, AG Joint Municipalities
Exhibit 5.1, 5.2 and 5.4, 5.5 and 5.6 are being

of fered, oh, excuse me, through 5.5. Exhibit 5.3
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will not be offered into evidence, so even though,
it's on e-docket, it is not being offered into

evi dence, again, in accordance with the agreenment
yest erday.

M. Smth's affidavit is being marked
as AG Joint Municipalities Exhibit 5.6 and will be
filed on e-docket tomorrow.

JUDGE TAPI A: Ms. Satter, that's 5.1 and 5.2
and 5.4 and 5.57?

MS. SATTER: Correct.

JUDGE TAPI A: Ckay.

MS. SATTER: We will also have a revised
exhibit list of the People of the State of Illinois,
and | would like to offer to file that tomorrow after
all the affidavits are filed and the confidenti al
designation issue has been resolved and that's
refiled.

JUDGE TAPI A: Okay. And if you can send nme an
e-mail copy so | can update this |list or make sure
this list is correct.

MS. SATTER: OCkay. "Il include that in the --

"1l serve the exhibit list on all the parties, and
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1l be sure to copy you.

JUDGE TAPI A: Ckay.

MS. SATTER: Now, | | ooked at the AG cross
exhibit list fromyesterday. Would you like me to
comment on that?

JUDGE TAPI A: Sur e.

MS. SATTER: Okay. | just wanted to note for
the record that AG Cross Exhibit 13, which was the
response to AG data request 9.2, was offered and |
believe admtted yesterday, and AG Cross Exhibit 14
whi ch was the updated response to AG data request
10. 13 was also offered, and |I believe it was
adm tted.

You know, these m ght have been
admtted on Tuesday rather than yesterday.

JUDGE TAPI A: Do you have that I|ist,

Ms. Satter?

MR. REI CHART: She does have those |isted,
Ms. Satter, on the first page, AG 13 and 14.

MS. SATTER: OCkay. Thank you.

JUDGE TAPI A: And | apologize but | didn't ask

t he other parties.

514



10

11

12

13

14

15

16

17

18

19

20

21

22

M. Sturtevant's exhibits that he
entered into evidence today and M. Bal ough's
exhibits that he entered on behalf of Homer G en, are
there any objections to the entry of those exhibits?

Okay. Are there any objections to the
exhibits just stated by Ms. Satter on behalf of the
Peopl e and the municipalities?

Okay. Ms. Satter is that the |l ast?

MS. SATTER: Yes. So I'd nmove for the
adm ssion of the exhibits that were just described.
JUDGE TAPI A: Ckay. Hearing no objection, the
exhibits stated by Ms. Satter are admtted into
evi dence.
(Whereupon AG 2.0 thru 2.5, 6.0
thru 6.4, 4.0 thru 4.2, 8.0,
8.1, 3.0 thru 3.3, 7.0 thru 7.2
& AG Joint Municipalities 1,
1.1, 1.2, 5.0, 5.0 Revised, 5.1,
5.2 & 5.4 thru 5.6 were admtted
into evidence at this time.)
JUDGE TAPI A: On behalf of staff?

MS. BUELL: Thank you, Your Honor.
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MR. STURTEVANT: ' m sorry, Linda, to interrupt
you.

MS. BUELL: No probl em

MR. STURTEVANT: | have one additional item
while we're on the topic of the AG and our agreement
yest erday.

JUDGE TAPI A: Okay.

MR. STURTEVANT: Part of the agreenment was to,
as | believe | described yesterday, was to agree to
the adm ssion in some form of a number of docunents
from the California PUC proceeding.

| discussed this with Ms. Satter, and
if it's acceptable to you, | believe the approach
t hat m ght make the npst sense would be for the
Comm ssion to take adm nistrative notice of those
documents, and then for the conveni ence of the
parties, we could file electronic copies. One of
themis quite volum nous. W could file electronic
copies on the e-docket.

And the title of the documents are,
just for the record, the first is an order of the

California Public Utilities Comm ssion, Application
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08-01-027, final decision authorizing rate increase
in Monterey Water District and Toro service area.

The second document is --

JUDGE TAPI A: ' m sorry, M. Sturtevant. The
docket number again 08-01..

MR. STURTEVANT: Yes, 08-01-027.

JUDGE TAPI A: Ckay.

MR. STURTEVANT: And | guess | would add for
clarification on that that the date of issuance on
t hat document is marked 7/10/2009.

JUDGE TAPI A: Ckay.

MR. STURTEVANT: In that same docket number,
there is a document entitled California-American
Wat er petition to modify decision 09-07-021 regarding
general office. That is dated October 7, 2009.

And | astly, again, in that same
docket, a docunent entitled response of the division
of ratepayer advocates to the California-American
Wat er petition to modify decision 09-07-021 regarding
general office. That document is dated November 6,
20009.

JUDGE TAPI A: And, M. Sturtevant, |'m sorry,
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t he docket nunber again, 09-07?

MR. STURTEVANT: | apol ogi ze. | " m not sure |I'm
a hundred percent famliar with the | abeling process
of the California Public Utilities Comm ssion, but
t he documents are marked as Application No.
08-01-027.

| believe the reference to decision

nunber is a separate reference to the decision that
was the first document that | identified.

JUDGE TAPI A: That's it?

MR. STURTEVANT: Yes.

JUDGE TAPI A: Ckay. Thank you, M. Sturtevant.

MR. STURTEVANT: And we would | guess intend to
file these on e-docket as adm nistrative notice
exhi bits or whatever. "' m not sure what the
appropriate designation would be, or, alternatively,
| AWNC- AG j oi nt exhibit.

JUDGE TAPI A: Okay; as adm nistrative notice in
regards to this one because | know we had one
yest erday.

MS. SATTER: OCkay. So adm ni strative notice

will be taken of these documents? Is that what we're
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doi ng?

JUDGE TAPI A: Yes.

MS. SATTER: Okay. And you would like to file
them as | AWC- AG adm ni strative notice documents or
Exhibits 1..

MR. STURTEVANT: 1, 2 and 3.

MS. SATTER: OCkay.

MR. STURTEVANT: Ckay.

JUDGE TAPI A: Ckay. On behalf of staff?

MS. BUELL: Thank you, Your Honor.

Staff moves for the adm ssion of the
direct testimny of M chael MNally previously marked
for identification as I CC Staff Exhibit 4.0. This
consi sts of 36 pages of narrative testinmny and
Schedules 4.1 through 4.7, and it was filed via the
Comm ssion's e-docket system on Septenber 28, 20009.

Staff also nmoves for adm ssion into
the evidentiary record the rebuttal testinmony of
M chael McNally previously marked for identification
as ICC Staff Exhibit 11.0 consisting of 15 pages of
narrative testinmony and Attachments A through D and

filed via the Comm ssion's e-docket system on
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November 13, 2009.

And finally, staff noves for adm ssion
into the record I CC Staff Exhibit 15.0 which is the
affidavit of M chael MNally which was filed via the
Comm ssion's e-docket system this morning,

December 10, 2009.
JUDGE TAPI A: Thank you, Ms. Buell. | s that
the | ast one?

MS. BUELL: Yes.

Your Honor, in addition, staff would
just like to note for the record that this morning,
staff witness Phil Hardas will be supporting the

previously filed direct testinony and rebuttal
testinony of staff w tness Sheena Kite-Garlisch who
is not avail able today she's on | eave.

JUDGE TAPI A: And so he will be adopting her
testi nony?

MS. BUELL: Yes, he will be adopting her
testinony as well as it's staff's understandi ng that
he will be cross-exam ned on it as well.

JUDGE TAPI A: OCkay. Thank you.

MS. BUELL: Thank you.
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JUDGE TAPI A: Are there any objections to the
exhibits stated by Ms. Buell on behalf of staff?
Heari ng no objection, they're entered
into evidence.
(WMhereupon ICC Staff 4.0 thru
4.7 & 11.0 & 15.0 were admtted
into evidence at this time.)

JUDGE TAPI A: M . Robertson?

MR. ROBERTSON: Yes, on behalf of the Illinois
| ndustrial Water Consumers, we have the direct
testinony of M chael Gorman which has been marked as
Exhibit 1.0 with Exhibits 1.1 through 1.24.

The rebuttal testimony of IIWC witness
M chael Gorman which has been marked as IIWC 3.0 with
|l WC Exhibits 3.1 and 3.2, and the corresponding
affidavit of M chael Gorman which has been marked as
Exhibit 7.0 which | believe was filed on
December 8t h.

We al so have the direct testinmony of
wi t ness Brian Collins which has been marked as |11 WC
Exhibit 2.0 along with Il W Exhibits 2.1, 2.2, 2.3,

2.4, and 2.5, the rebuttal testimny of | AW witness

521



10

11

12

13

14

15

16

17

18

19

20

21

22

Brian Collins which has been marked as |1 WC

Exhi bit 4.0, and the corresponding affidavit of Brian
Col l'ins which has been marked as 8.0 which | believe
was filed on Decenmber 8th also.

Finally, we have the rebuttal
testinmony of IIWC witness Gary Goossens which has
been marked as |I1WC Exhibit 5.0.

JUDGE TAPI A: Can you spell that, please?

MR. ROBERTSON: Goossens (G- 0-0-s-s-e-n-s).

JUDGE TAPI A: Thank you.

MR. ROBERTSON: There is a public and
confidential version of that testinmny, and the
correspondi ng affidavit of | AWC witness Gary Goossens
whi ch has been marked as | AWC Exhibit 6.0 which I
believe was filed Decenber 9th.

JUDGE TAPI A: And M. Goossens' rebuttal
testinony was exhibit -- |I'msorry.

MR. ROBERTSON: 5. 0.

JUDGE TAPI A: 5.07

MR. ROBERTSON: Yes.

JUDGE TAPI A: And the accompanyi ng exhibits?

' m sorry because | interrupted you.
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MR. ROBERTSON: No, Your Honor. It was just
the 5.0.
JUDGE TAPI A: Okay. Anything el se,
M . Robertson?
MR. ROBERTSON: No. Thank you. |'d move for
their adm ssion.
JUDGE TAPI A: Are there any objections to the
exhibits just stated by M. Robertson on behal f of
| 1 WC?
Okay. Heari ng no objection, they are
admtted into evidence.
(WMhereupon IIWC Exhibits 1.0
thru 1.24, 2.0 thru 2.5, 3.0,
3.1, 3.2, 4.0, 5.0, 6.0, 7.0 &
8.0 were admtted into evidence
at this tine.)
MS. SATTER: There is one nore thing.
JUDGE TAPI A: Yes?
MS. SATTER: There were | believe two
muni ci palities that offered evidence, and there was
no cross-exam nation for those w tnesses. That would

be M. Jason Bajor, which is on behalf of the City of
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Des Pl ai nes, DP Exhibit O01. | believe an affidavit
for M. Bajor was filed on e-docket, and it's ny
understanding there's no objection to his testinony.

So | would nove on behalf of --
they're not here today because of the waiver of the
cross, so | just wanted to make sure they got into
evi dence.

JUDGE TAPI A: Ms. Satter, it's DP.

MS. SATTER: Exhibit 01 is howit's marked.

And Bajor is B-a-j-o-r.

JUDGE TAPIA: And that's the direct testinmny?

MS. SATTER: Yes, and | believe that's all he
filed.

JUDGE TAPI A: Okay. Any objection fromthe
company with respect to that exhibit?

MR. STURTEVANT: No.

JUDGE TAPI A: Okay. DP Exhi bit 01, direct
testinony of M. Bajor is admtted into evidence on
behalf of the City of Des Pl aines.

(WMhereupon DP Exhibit 01 was
admtted into evidence at this
time.)
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MS. SATTER: And the Village of Mount Prospect
also submtted the testinony of their mayor, lrvana
K. Wlks (Wi-Il-k-s). It is also being offered
wi t hout cross-exam nation, and | believe her
affidavit has been filed on e-docket, and again, |
wanted to make sure that that was formally entered
into the record. It's MP Exhibit 1.0.

JUDGE TAPI A: And Ms. Satter, it's MP 17

MS. SATTER: 1.0.

JUDGE TAPIA: And that's the direct testinony
of Ms. W I kes?

MS. SATTER: Yes.

JUDGE TAPI A: Okay. Any objection to
Ms. WIlkes' testimony from the conpany?

MR. STURTEVANT: No, Your Honor.

JUDGE TAPI A: Ckay. Hearing no objection, MP
1.0 is admtted into evidence on behalf of the
Village of Prospect.

(Whereupon MP Exhibit 1.0 was
admtted into evidence at this
time.)

JUDGE TAPI A:  Anything else, Ms. Satter?
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MS. SATTER: No.
JUDGE TAPI A: OCkay. Thank you.
Anyone el se that would like to enter
affidavits?
Okay. Anything else we need to do

before we start with the witnesses?

MR. ALPERI N: Your Honor, | just wanted to
enter ny appearance. | walked in a little late this
mor ni ng.

JUDGE TAPI A: ©Oh, | apol ogi ze. | didn't see

you there.

MR. ALPERI N: It's my fault for being a little
bit |ate. | just wanted to enter ny appearance on
the record for the Village of Bolingbrook here today.

My name is Jeff Alperin
(A-l-p-e-r-i-n).

JUDGE TAPI A: Go ahead, M. Al perin. I f you
can just go ahead and enter your appearance.

MR. ALPERI N: Oh, I"msorry. Jeff Alperin,
Tressler, Soderstrom, Maloney & Priess, LLP, 305 West
Briarcliff, Bolingbrook, Illinois 60440.

JUDGE TAPI A: Thank you, M. Al perin.
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Anyone el se wishing to enter an
appear ance?
Okay. Then staff can call their first
wi t ness.
MS. BUELL: Yes, Your Honor. Staff calls Larry
H WIlcox to the stand.

JUDGE TAPI A: Before I swear in M. W/ cox,

M . Robertson, do you have an updated exhibit |ist?
MR. ROBERTSON: | don't. It will be filed
t hough. s that okay?

JUDGE TAPI A: Yes, that's fine.

MR. ROBERTSON: Okay.

JUDGE TAPI A: And, M. Bal ough, | believe | saw
on e-docket the |atest version of your exhibit Iist
or is that soneone else's?

MR. BALOUGH: Well, that was m ne, but there
wi Il be another one because that does not reflect |
believe M. Fundich's affidavit.

When | get all the affidavits in, |"1]

file an updated exhibit |ist because | believe the
ALJ wanted to have the file nunber as well, and |
can't get the file nunmber until | file it.
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taking over, but if you can send ne a courtesy copy
of the exhibit |list because | will have to do these

reports for

and

there's anything updated,

JUDGE TAPI A: OCkay. That woul d be great.

After Fr

want to make sure they're al

t hese dates of

I day, Judge Jones shoul d be

MR. BALOUGH: | will, Your Honor.

JUDGE TAPI A: And al so for

courtesy copy.

t he evidentiary hearing

correct.

t he conpany, if

if you can send ne a

MR. STURTEVANT: Yes, we'll do that, Your
Honor . | believe we intend to probably tonmorrow file
an updated exhibit |ist.

JUDGE TAPI A: Okay.

If you can send ne a

courtesy copy by e-mail, that would be great.

your

MR. STURTEVANT:

JUDGE TAPI A: Okay.

ri ght hand.

Absol utely.

M. WIcox,

if you'd raise

(Wher eupon the witness was sworn

by Judge Tapia.)

JUDGE TAPI A: Thank you,

VWhenever

you're ready,

M. WIcox.

Ms.

Buel | .

528



10

11

12

13

14

15

16

17

18

19

20

21

22

MS. BUELL: Good nmorning, M. W] cox.
LARRY H. W LCOX
called as a witness herein, on behalf of staff of the
Il'1inois CommerceComm ssion, having been first duly
sworn on his oath, was exam ned and testified as
foll ows:
DI RECT EXAM NATI ON

BY MS. BUELL:

Q Woul d you please state your full nanme and
spell your last name for the record?

A My name is Larry H. WIlcox. That's
Wi-1|-c-o0-X.

Q M. WIcox, by whom are you enpl oyed?

A "' man accountant in the Accounting
Department of the Financial Analysis Division.

Q And that would be with the Illinois
Commer ce Comm ssion?

A Yes.

Q M. WIcox, have you prepared written
testimony for purposes in this proceedi ng?

A Yes, | have.

Q And do you have before you a docunent
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that's been marked for identification as |ICC Staff
Exhibit 2.0 which consists of a cover page, table of
contents, four pages of narrative testinony,
Schedules 2.1 and 2.2, attachments A and B, and is
titled "Direct Testinony of Larry L. WIlcox"?

A Yes.

Q And is this a true and correct copy of the
direct testinmny that you've prepared for this
proceedi ng?

A Yes, it is.

Q Do you al so have before you a docunent
whi ch has been marked for identification as |ICC Staff
Exhibit 9.0 consisting of a cover page, table of
contents, five pages of narrative testinony,
Schedule 9.1, Attachments A through D, and is titled
Rebuttal's Testimony of Larry H WIcox"?

A Yes.

Q And is this a true and correct copy of the
rebuttal testinony that you prepared for purposes of
this proceedi ng?

A Yes.

Q Do you have any corrections to make to your
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prepared direct and rebuttal testinony?

A No.

Q And is the information contained in your
direct and rebuttal testinmony and the acconpanyi ng
schedul es and attachments true and correct to the
best of your know edge?

A Yes.

Q And if | were to ask you the same questions
t oday, would your responses be the sane?

A Yes, they woul d.

MS. BUELL: Your Honor, at this time, | ask for
adm ssion into evidence M. WIlcox's prepared direct
testinony marked as I CC Staff Exhibit 2.0 including
the attached schedul es and attachments and
M. WIlcox's prepared rebuttal testimny marked as
| CC Staff Exhibit 9.0 including the attached
schedul es and attachments, and |I'd note for the
record that these are the exact same documents that
were originally filed via the Comm ssion's e-docket
system on September 28th and Novenber 13th, 2009
respectively.

JUDGE TAPI A: Thank you, Ms. Buell
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Any objection to the exhibits to be
entered into evidence on behalf of staff w tness
M. WIcox?

Hearing no objection, the direct
testinony entitled "Direct Testimny of M. WIcox"
is 2.0 and the rebuttal testinony, 9.0, are admtted
into evidence.

(WMhereupon I CC Staff Exhibits
2.0 thru 2.2 and 9.0 and 9.1
were admtted into evidence at
this time.)

MS. BUELL: Thank you, Your Honor.

| tender M. W cox for
Cross-exam nation.

JUDGE TAPI A: Thank you, Ms. Buell

Ms. Satter?

MS. SATTER: Thank you.

Good nmorning, M. W] cox. My nanme is
Susan Satter. | represent the people of the State of
I1linois though the Office of the Attorney General.

THE W TNESS: Good mor ni ng.
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CROSS- EXAM NATI ON
BY MS. SATTER
Q | have some questions for you about your
testi mony concerning rate case expense.

I n your testinony, you accept the
conmpany's request for rate case expense in full; that
is for this case, is that correct?

A Can | refer to my direct testimny?

Q Sur e. It's in your direct testinony on
page 4. If you look at lines 72 to 75, you say, "I
recommended the Conmm ssion expressly find that the
proposed amounts to be expended by the conpany for
rate case expenses proceeding as adjusted by staff
are just and reasonable.™

In your direct testinony, can you
identify the adjustnment that you nade?

(Pause)
A Okay. Coul d you phrase the question once
again? |'msorry.
Q In your direct testinony, is it true that
you accepted the conmpany's rate case expense as

descri bed on their schedul e, Schedul e C?
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A Yes.

Q And in your rebuttal testinmny, you made
one adjustment to the recovery of past rate case
expense as requested by the conmpany, is that correct?

A No, not exactly.

Q Well, let --
A | made the same adjustment in direct and
rebuttal .

Q Oh, okay.

A That didn't change.

Q Did you accept the rate case expense
contained in Schedule C-10 as filed by the conmpany?

A There was one adjustment that was made in
direct and carried forward into rebuttal that had to
do with prior rate case expense.

Q And that adjustnment was to |limt the prior
rate case expense to the ampunts approved by the
Comm ssion in the conmpany's |last rate case. That
woul d be Docket 07-05077

A That's correct.

Q But other than that adjustment, did you

accept the conpany's rate case expense as filed?
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A Yes.

Q Okay. Now, i

n your testinmny, you say that

you had reviewed the conpany's data request

responses, is that right?

A Yes.

Q And you did,

responses and you found no basis for

is that correct?

in fact, review those

an adj ust nent,

A | had a series of DRs where | asked them to

update on a nonthly basis the anount of rate case

expense, and when | got

was still no basis for

t he nost recent one,

an adj ustnent, or at

my mnd there was no basis for an adjustnment

t here

| e

ast

We were working with an inconplete

informati on set. The meters still

Q Now, are you

allowed its entire rate case expense as

run on that.

aware that the company was

its schedules in the last rate case, and that

07-0507?
A Yes, | think
Q Ckay. So to

esti mated and asked for

that's true.

the extent that the conpany

a rate case expense

in

identified

was

in

in

535



10

11

12

13

14

15

16

17

18

19

20

21

22

07-0507, it was allowed, correct?

A Yes, | believe so.

Q Okay. When you were reviewing the rate
case expense in this case, did you | ook back at the
al l owed rate case expense in 07-0507?

A Yes, |'m sure | did.

Q Okay. And did you notice that the anpunt
requested in this case was higher than the anount
allowed in the |ast case?

A Yes, but as | recall, the amount they asked
for wasn't higher than the actual in the |last rate
case.

Q So is it your understanding that although
t he conpany estimted an amount for the |ast rate
case, and | believe you have it in your Schedule 9.1,
t he conpany asked for $1.48 mllion in the last rate
case, and it was granted that. It's on your
Schedul e 9. 1.

MS. BUELL: \What specific line are you
referring to, Ms. Satter?

MS. SATTER: It's line 11.

MS. BUELL: So that would be --
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MS. SATTER: Column C, page 2.

MS. BUELL: Thank you.

Q BY MS. SATTER: Even though that was the
anmount that was estimted, you evaluated the current
rate case expense agai nst the anount that was
actually incurred?

A Coul d you rephrase that, please?

Q When you eval uated the reasonabl eness of
the conpany's rate case expense in this case, did you
evaluate it against the amount approved in 07-0507 or
agai nst the amount that the company clainms it
actually incurred?

A ' mreasonably certain | would have | ooked
at the actual because the other was sinmply an
estimate.

Q And to the extent that an estimate is
different from the actual, would that indicate
that -- well, what does that indicate when there's a
difference, that the budgeting was -- strike that.
Let nme restate that.

If the actual is different fromthe

budget ed, would you agree that that could represent
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several things such as that cost controls were not
foll owed or the estimte was wrong?

What are the kinds of things that
cause a deviance |ike that or deviation?

MS. BUELL: Ms. Satter, are you asking him what
he considered in this particular analysis or are you
asking himas a general matter?

MS. SATTER: Well, we're tal king about this
case, so we've got this difference between the actual
and the approved, and so my question is, did you
consi der that difference and how did you eval uate
that difference.

A An estimate is sinmply that. | mean, by its
very nature, they tend to be inprecise, but when al
is said and done, you conme up with an actual number
of what things cost, and it's usually better to
eval uate future estimates versus actual expenses.

Q Did you evaluate the particul ar categories
of expense that the company was requesting in this
case against the anmounts approved in the |ast case?

A Yes.

Q And you al so evaluated them as agai nst the
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amounts actually accrued in the |ast case as
represented by the conpany?

A | thought that's what | just answered.

Q Okay. No. There's a difference. [''m
asking you for the difference between the amounts
that were in the rate case expense. ..

A The amounts approved?

Q The amounts approved versus the amounts
accrued.

A No, | didn't conpare their previous
estimates that were approved to their estimtes in
this case. | conpared their actual expenses in the
| ast case to their estimates in this case.

Q Did you |l ook at the amount of rate case
expense requested by the company in Docket 02-06907

A No.

Q That would be the | ast. Okay.

Did you | ook at Schedule C-10.1
submtted in 07-05077

Let me show you a copy and you can
tell me if this is the document you reference. I

believe this will be AG Cross Exhibit 19.
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(Wher eupon AG Cross Exhibit 19
was marked for identification as
of this date.)

Q BY MS. SATTER: Do you recogni ze that as
Schedul e C-10.01?

A Yes.

Q And that's the same schedul e that you
| ooked at in this case, correct, for rate case
expense, the same schedul e number ?

A | did |look at this schedule as submtted in
the current case, yes.

Q Okay. Now did you |l ook at this schedule in
the | ast case, in 07-0507 to determ ne your colum C
on Schedule 9.1, page 2 of 2?

(Pause)

A | don't think so.

Q Now, you agree that the Schedule C-10.1
include the prior case's expense |level, approved
expense level, and then the estimated for the current
case, is that right?

A Coul d you rephrase that once nore? |[|I'm

sorry.

540



10

11

12

13

14

15

16

17

18

19

20

21

22

Q Schedul e C-10. 1.

A Okay.

Q That shows the actual anount of rate case
expense approved by the Comm ssion in the prior case
and then the ampunt requested in the current case,
right?

A That's correct.

Q Now, in evaluating the rate case expense in
this case, in 0391, you did not | ook back to see the

pattern of rate case expenses going back to 02-06907

A No, | don't believe | did.

Q But that was available to you, isn't that
correct?

A |'mquite sure it was.

Q And woul d you agree that what's been marked
as AG Cross Exhibit 19 shows that from Docket 02-0690
to 07-0507, there was a 55 percent increase in the
rate case expense?

MS. BUELL: Your Honor, |I'm going to object to
t hat question. M. WIlcox has already stated that he
did not use the schedule from the conpany's |last rate

case in his analysis.

541



10

11

12

13

14

15

16

17

18

19

20

21

22

Ms. Satter is now asking himto verify
t he nunbers on that schedule and also to draw
conclusions fromit, and so staff objects to the
gquestion and the adm ssion of the cross exhibit for
that matter.

JUDGE TAPI A: Ms. Satter?

MS. SATTER: This is cross-exam nation. The
question is, how did M. WIcox reach his concl usion
that this expense item was reasonabl e.

| think it's appropriate to ask him
what he | ooked at, and when a docunent is part of the
Comm ssion's files, is available to him which he
admttedly agreed was available to him if he had
| ooked at it, what would he have seen, because he
didn't ook at it and yet it was avail abl e.

So | think for purposes of
cross-exam nation, it is an appropriate inquiry in an
appropriate cross exhibit, and it's a document that's
on the Comm ssion's e-docket system | don't think
there's any question as to its veracity. W didn't
Ccreate it. It's part of the rate case filing from

t hat docket .
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JUDGE TAPI A: | tend to agree with Ms. Satter.
| think there's sonme flexibility in cross-exam nation
and using exhibits, and it was available, the witness
did testify that it was available to him and he can
state his opinion of the question that M. Satter
asked.

So the objection to the type of
gquestion, that's overrul ed.

And as far as the adm ssion,
Ms. Satter hasn't offered it for adm ssion so that's
al so overrul ed.

MS. SATTER: Okay. Do you remenmber the
guestion?

The question was just a foundational
guestion, so | don't think there's a question
pendi ng.

Q More generally, it's true that you did not
consi der these figures in evaluating whether or not
the rate case expense in this docket is just and
reasonable, is that correct?

A That would be correct.

Let nme go on to say that if | was
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| ooking at any figure in the current case, | would
not |l ook at an estimate from the prior case. | would
| ook at an actual from the prior case.

Q Now, are you aware that a future test year
by definition is an estimte?

A Of course it is.

Q So is it correct that all figures in the
future test year are estimtes?

A If you'll let me speak in generalization,
that's probably true.

Q | mean, is there any way that -- oh, okay.
Strike that.

Does the Comm ssion have the right to
rely on the conpany's estimtes in determ ning the
revenue requirement when a conpany chooses to use a
future test year?

A The Conmm ssion receives estimtes, and they
test the validity of them the best way they can.

In my hunbl e opinion, the best way to
go about that is |ooking at prior actual and
conparing it to current estimated.

Q Do you think a conpany has an obligation to
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attenpt to operate within a budget that it
establishes?

A | think they certainly tend to operate in
t he budget they establish. Now, they don't always
get there, but they do the best they can.

Q Okay. Now, in reviewing the rate case
expense, you reviewed various documents showi ng
actual expenditures, is that correct?

A Yes.

Q Did you review the response to | CC LHW
3.05? | believe you say that in your testinony.

A Do you have a reference?

(Pause)

MS. BUELL: | don't see that, Ms. Satter. Do
you have a line reference for that?

MS. SATTER: You know, | don't. Let me just
show M. Wl cox a copy of that response, and then he
can tell me if he |ooked at it.

MS. BUELL: Wuld you have an extra copy of
t hat response?

(Whereupon Ms. Satter handed a

document to Ms. Buell.)
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MS. BUELL: Thank you.
Q BY MS. SATTER: M. WIcox, can you take a
| ook at this and tell me if you did | ook at that
summary of billings?
(Pause)
MS. BUELL: Ms. Satter, is this the entire
response to that data request or were there

addi ti onal pages?

MS. SATTER: | believe this was one page of
dat a.

MS. BUELL: Was there a narrative response as
wel | ?

MS. SATTER: | don't know.

THE W TNESS: | believe this is one of a series

of requests. This is 3.05 you said?
MS. SATTER: Yes.
(Pause)
THE W TNESS: Oh, okay. Yes. " m sure |'ve
| ooked at this at some tinme or another, | guess. I
don't know. If they sent it with a narrative
explanation, I'"m sure | | ooked at it, although I

don't recall anything specific about it.
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Q BY MS. SATTER: Okay. Do you recal
whet her you received information about the nunber of

hours that was worked relative to the charges on this

exhi bit?
A No, | don't recall specifically.
Q Did you review the functions performed by

the attorneys for the conpany in connection with
evaluating the rate case expense?

A Obvi ously not from this.

Q Do you recall --

A | think there was a separate DR where we
asked for copies of the invoices, but it's not here.
| mean, the numbers are here, but the narrative
expl anati ons that would have accompanied the invoice
and what the services were for is not here.

Q Do you recall whether you had the
opportunity to review an explanation of the services
provided for the charges that were billed?

A | don't.

Q The invoices that you received in response
to your request for information from the conmpany, do

you recall whether the detail of the number of hours
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and the specific services provided was renoved from

t hose invoices, redacted?

A | don't recall.
Q You don't recall. Okay.
If I can show you a document that
we'll mark AG Cross Exhibit | believe it's 21

Can you take a |l ook at that and tel

me if you recognize that as the response to your
request for invoices for |egal services.

A This | ooks |ike something |I've seen before,
yes.

Q And would you agree with me that the
i nvoi ces include charges but there's no description
of what was actually performed?

A It would appear that it was written in the
2009 rate case for exanmple. They wrote 2009 rate
case. That was their explanation for the hours
billed and the subsequent charges.

Q So there was no further detail included in
t hese invoices, is that correct?

A Not here.

Q And, in fact, you did not review any
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document that had details of the actual services
provided for the amounts billed, isn't that correct?

A If this is what | received here, that would
be correct.

Q Now, M. WIlcox, | noticed that you are a
fairly recent addition to the staff of the Comrerce
Comm ssion. You started in October of 20087

A That's correct.

Q And have you offered testimny in other

cases?
A Yes.
Q How many cases have you offered testinony?
A Hal f a dozen or so.
Q Hal f a dozen.

Before you came to the Comerce

Comm ssi on, what were you doing?

A | was an internal auditor for about 25
years.

Q An internal auditor?

A Yes.

Q Where were you an internal auditor?

A | was with the Illinois Departnment of
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Transportation for about nine years, and before that
| was with the federal government.
| did spend a year with a bank in
Hill sboro in between.
Q Oh, so that was maybe ten years ago?

A Yeah, about that.

Q Have you participated in a rate case
bef ore?

A Yes.

Q Which rate case did you participate in?

A Peopl es Gas.

Q Did they use a future test year?

A Yes, they did.

Q Do you agree with me that in setting a
revenue requirement, the Comm ssion is establishing
how much noney a conpany has indicated it needs to
operate going forward?

A Yes.

Q And do you agree with me that it's the
responsibility of the conpany to manage its costs
after a rate case has been concluded to operate its

busi ness as best it can?
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A Yes.

Q And if the conmpany incurs nore cost than it
indicated in its rate case, then it makes | ess noney,
isn't that correct?

A That woul d be true.

Q And if it manages its costs better so that

its costs are lower, then its sharehol ders receive a

benefit, isn't that correct?

A Yes.

Q So there will always be sone diversion --
do you think there will always be sone difference

bet ween the estimates in a rate case and the actual s?

A Yes.
MS. SATTER: OCkay. | have no further
guesti ons. | would like to nmove for the adm ssion of

AG Cross Exhibits 19, 20 and 21.

JUDGE TAPI A: Could you identify those three
exhibits that you are offering?

MS. SATTER: AG Cross Exhibit 19 is a one-page
docunent . It's a copy from Docket 07-0507 of
Schedul e C-10. 1.

JUDGE TAPI A: The docket nunber is 07 --
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MS. SATTER: 07-0507.

JUDGE TAPI A: Ckay.

MS. SATTER: AG Cross Exhibit 20 is entitled
| CC LHW 305C, R-1, a summary of fees and expenses
updat ed. See summary of invoices.

JUDGE TAPI A: Can you give nme a nunmber again,
t hat docket? It's not a docket number but it's --

MS. SATTER: Oh, it's a data request nunber.

JUDGE TAPI A: Oh, a data request.

MS. SATTER: Yeah, that's a data request
response. It's ICC LHW 3.05 is the data request.

JUDGE TAPI A: Okay. And AG Cross Exhibit 21?

MS. SATTER: |s the response to | CC data
request LHW 3.05(b) R-1, and that's 20 pages.

JUDGE TAPI A: ' m sorry, Ms. Satter. You're
going too fast for nme. | CC data request number. ..

MS. SATTER: LHW 3. 05(b) R-1, legal invoices
update, and it has 20 pages.

JUDGE TAPI A: Ms. Buell, any objections to AG
Cross Exhibits 19, 20 and 217

MS. BUELL: Yes, Your Honor. Staff objects to

all three.
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As previously indicated, staff objects
to AG Cross Exhibit 19 because this is a conpany
schedul e provided in the company's |ast rate case
bei ng used for the purpose of soliciting M. WIlcox's
opi nion regarding the entire rate case, Docket No.
02-0690. This is a docunment upon which M. W/ cox
shoul d not be asked to testify. It's a conmpany
exhibit, and it would have been nmore appropriate to
Cross-exam ne a conmpany witness on this exhibit, not
a staff witness. Staff is not sponsoring this
schedul e, this acconpanying schedul e.

Staff also objects to the adm ssion of
AG Cross Exhibit 20 because it is sinmply a single
page from what purports to be a conpany response to a
staff data request. We don't know what the question
is. We don't know what the narrative response was,
if there even was a narrative response to it.

And staff has the sanme objection to AG
Cross Exhibit Exhibit 21 which purports to be a
company response to staff data request.

Again, there's no question if there

was a narrative response it's also not included.
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JUDGE TAPI A: Ms. Satter?

MS. SATTER: First, in response to the
objections to AG Cross Exhibit 19, M. W/ cox
testified as to his review of the reasonabl eness of
this particular expense item He admtted that this
was available to him and he did not review it, and I
think that it's appropriate on cross to present to
t he Comm ssion, you know, what could have been | ooked
at, something that was perfectly available to him and
could have assisted himin his analysis.

So | think that offering it in that
context 1s appropriate.

In addition, this cones fromthe ICC' s
own records, so | don't think there's any question as
to authenticity.

As to 20 and 21, if the staff wants to
add the cover page, |'m happy to add the question and
answer . They can do that on redirect. | can't
i mgine that that's a problem

On the other hand, | don't think
that's an obstacle to admtting it. You know, the

guestion is what was reviewed. These are the things
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that M. W Il cox reviewed. | think the Comm ssion is
entitled to see what was presented to him
JUDGE TAPI A: Ms. Buell, in regards to

Ms. Satter's inclusion of the question in 20 and 21,

do you still have an objection?
MS. BUELL: | would have to see the question,
Your Honor, and the narrative response. | do not

have that in front of me. Frankly, there were so
many data requests and responses, | did not make
copies of all of them so before | could say, | would
need to see them

JUDGE TAPI A: Okay. "' m going to go ahead and
reserve ruling on Exhibit 20 and 21.

As far as the Cross exhibit No. 19, I
agree with Ms. Satter. | think, again, the wtness
has testified that he had access to it. Although he
didn't review this particular, he stated his opinion,
and | think it's relevant in this case.

So AG Cross Exhibit 19 is admtted
into evidence, and then 20 and 21 will be reserved

for later today.
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(Wher eupon AG Cross Exhibit 19
was adm tted into evidence at
this time.)
MS. SATTER: Thank you.
JUDGE TAPI A: Ms. Satter, have you conpl eted?
MS. SATTER: Yes.
JUDGE TAPI A: M. Alperin, do you have any
gquestions?
MR. ALPERI N: | have no questions of this
wi t ness.
JUDGE TAPI A: Anyone el se?

MR. STURTEVANT: Actually, Your Honor, | have

some questions before we get to Ms. Buell's redirect.

JUDGE TAPI A: Okay.

MR. STURTEVANT: Good nmorning, M. W] cox. \%Y,

name is Albert Sturtevant. |"m an attorney for
I11inois-American Water Conpany. | just wanted to
ask some additional questions related to your
testinony here today.

CROSS- EXAM NATI ON
BY MR. STURTEVANT:

Q Ms. Satter for the Attorney General
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referred you to a series of invoices that were marked

as DR I CC LHW 305(b) R-1, is that correct?

A

Q

Yes.

And in testifying regarding those invoices,

you testified regarding the detail that was present

in those invoices, is that correct?

A

Q

Yes.

And | think specifically you said something

along the lines of the rate case dollars were shown,

t he nunmber of hours, is that correct?

A

Ckay. | " m | ooking at Cross Exhibit 21, and

the detail on the front page says 2009 rate case,

$16, 275.

Q

exhi bit,
at, for
A
Q
A
Q

identifi

Everything el se has been redacted.
Okay. Thank you.
Could you turn to page 8 of that

and | guess |I'd ask you to take a quick | ook
exampl e, pages 8, 9 and 10 of that exhibit.

OCkay. We're talking 8 of 207

Yes, 8 of 20 and 9 of 20.

Okay.

On those pages, there is information that

es attorney work hours by day, is that
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correct?

A Yes, and it | ooks |ike one hour for the
first entry for instance.

Q Okay. So for an individual day, there's an
i ndi vi dual name of an individual?

A Yes.

Q And hours worked for that individual for
t hat day, is that correct?

A Presumabl y, yes.

Q Ckay. In addition, M. WIlcox, | believe
you testified earlier that this data response and
some of the other data responses that Ms. Satter
referred you to were part of a |large nunber of data
responses on the issue of rate case expenses that you
reviewed, is that correct?

A That's correct.

Q And in particular, 1'd Iike to show you
what | will mark as | AWC Cross Exhibit 1, and
unfortunately, | do not have any additional copies of
this docunment at this tine. It is entitled Data
Request No. LHW 501.

JUDGE TAPI A: M. Sturtevant, could you state
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t he exhi bit number again?

MR. STURTEVANT: Yeah, | AWC Cross Exhibit 1,
and I'd be happy for counsel to take a look at it
first before I show nmy only copy to the witness.

MS. BUELL: Thank you.

MS. SATTER: M. Sturtevant and Ms. Buell, are
you aware that the response to LHW5.01 has been
attached to M. WIlcox's testinmny?

MS. BUELL: Yes.

MS. SATTER: |s that the same document ?

MR. STURTEVANT: s that the same document? |

was not aware of that.

Well, 1I'"Il just ask you to make sure.
Q M. WIlcox, are you famliar with this data
request ?
A Yes.

Q And you reviewed that data response?

A Yes.

Q And is that data response attached as an
exhibit to your testinony?

A Yes, it is.

Q And woul d you agree that that data response
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provides a narrative description of the conpany's
position regarding the reasonabl eness of their rate
case expense?

A Okay. | " m going to read the first part of
their response.

"I AWC objects to this request as
calling for a legal conclusion. | AWC further objects
to this request as overly broad and unduly
burdensome. Subject to and wi thout waiving these
obj ections, I AW responds as follows..." And then
goes on from there, and then they actually explain
the nature of the expenses.

| suppose they said that they feel
that the expenses are justified.

MR. STURTEVANT: Ckay. Thank you, M. W/ cox.
| have no further questions.
JUDGE TAPI A: Thank you, M. Sturtevant.
Ms. Buell, redirect?
MS. BUELL: Yes, Your Honor.
MS. SATTER: Can | just, given that reference,

| would just like to follow up a little bit on that.
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CROSS- EXAM NATI ON

BY MS. SATTER

Q Did you rely on the response in 5.01 in
finding that the rate case expense was just and
reasonabl e?

A It was one of the things | considered, yes.

Q And in the response to |ooking at (A), it
says that you conpared -- the conmpany conpares the
expense in this case to their actual expenses

relative to 07-0507, right?

A |'d have to review this, but...
Q Can you accept that -- here, | can tell you
what line it is if you want. Ninth from the bottom

under | egal fees and expenses, also represents a
| ower anount.

A Yes. First sentence in the |egal fees and
expenses paragraph states the reason why the conmpany
feels the expenses are just and reasonabl e.

Q So they've conpared to the anmounts actually
incurred, right?

A Yes.

Q And not to the amounts actually allowed, is
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that right?

A That would be correct.

Q And when you saw that difference, you
di sregarded that difference because you don't put a
| ot of weight on estimates, is that right?

A | can't imagine why | would use the
previous estimate if | had an actual nunber. | can't
grasp why | would do that.

Q To the extent that the actual numbers are
different, did you investigate what differences
existed in this case versus the last case if there
were differences in actual amounts?

A Do you nmean disparities in reporting actual
amounts fromthe '07 case?

Q Yes.

A | don't think I noted any disparities in
reporting '07 ampunts.

Q So for example, in the demand study, you
didn't ask the staff what the differences were in the
demand studies that m ght account for a difference in
cost in the rate case expense?

A | don't recall if I did or I didn't.
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Q And in ternms of the service conpany study
bei ng $422, 900, you didn't evaluate that in ternms of
any other study that was in the record, whether that
cost was reasonable in |light of the other studies
that were included?

A | am fairly certain | did not compare that
demand study, the actual cost, to any other demand
study actual cost.

Q What about the service conpany study?

A No. | would not have conpared that to sonme
ot her company sonmewhere soneti me.

Q Did you conpare it to any other study in
this case?

A | don't know if there were any other
studies in this case.

Q Are you aware of the difference between the
service conmpany study and, for exanple, the cost of
service study referenced in 5.017

A Coul d you el aborate, please?

Q Do you know what those two studies | ooked
at ?

A Not specifically, no.
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Q How about the lead |lag study? That's nore
of an accounting study. Did you ook at the lead |ag
study cost for this case versus the | ast case,
evaluate if there were differences in the studies?

A | think I ran a little spreadsheet, and
conmpared the cost fromthe | ast case, the actual, to
the projected cost in the current case.

In fact, | think that's maybe 10-1 or
10- 2. | think the conmpany does that too although
their percentages were reported incorrectly, and if |
had significant deviations, | think |I put out a DR
asking why although I don't remenber the nunber. I
don't remenber the specifics. This is something that
| I'ikely would have done under the circunmstances.

Q But you don't remember any particul ar
reason why one cost was higher in this case than in
anot her case in the prior case?

A No, | don't.

MS. SATTER: All right. Thank you.

JUDGE TAPI A: Thank you, Ms. Satter.

Ms. Buell, redirect?

MS. BUELL: Yes. Thank you, Your Honor.
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REDI RECT EXAM NATI ON
BY MS. BUELL:

Q M. WIlcox, do you recall when counse
for the AG asked you about your background?

A It's been so |ong ago but, yeah, | think I
generally recall that.

Q M. WIlcox, is it correct that you are a
licensed certified public accountant, a certified
internal auditor, and a certified government
financial manager ?

A That's correct.

Q Is it also correct that you're a menber of
the American Institute of Certified Public
Accountants, Institute of Internal Auditors, and the
Illinois Certified Public Accountants Society?

A That's also correct.

Q Do you recall when counsel for the AG asked
you about how many Comm ssion proceedi ngs you had
testified in?

A Yes.

Q And you indicated that you had previously

testified in a large rate case concerni ng Peopl es
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Gas, is that correct?

A

Q

That's correct.

And in that Peoples Gas rate case

proceedi ng, did you propose adjustnments?

A

Q

Yes, | think | proposed a total of four.
Four adj ustments.

And have those four adjustments been

accepted by the Comm ssion?

A Yes. They were all accepted in their
entirety.

Q And, M. WIlcox, did you recall when both
counsel for AG and for Illinois-Anmerican asked you
about your rate case expense anal ysis?

A Yes.

Q In particular, you were shown the conpany

response to staff data request LHW 5.01, is that

correct?
A Yes.
Q And is it also correct that you have

attached the company's response to LHW5.01 to your

di rect

A

testi nony?

That's correct.

'S
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Q And would you agree with me that in your
direct testinmny on the bottom of page 3 and
continuing to the top of page 4, you indicate that
you have attached the responses to both staff data
request LHW 5.01 and 7.01 to your testinmony and that
t hese responses provide a basis for the Comm ssion to
assess whether the conpany's proposed expenditures
conpensate attorneys or technical experts to prepare
and litigate the instant proceeding are just and
reasonabl e?

A That was the purpose, yes.

MS. BUELL: Thank you. | have no further
redirect.

JUDGE TAPI A: Thank you, Ms. Buell

Any recross?
MS. SATTER: No.
JUDGE TAPI A: Thank you, M. W/ cox.
(W tness excused.)

JUDGE TAPI A: Before we go on to the next

witness, let's take a five-m nute break.
(Recess taken.)

JUDGE TAPI A: Okay. We're back on the record.
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If staff would call their next witness.
MR. LANNON: Thank you, Your Honor.
Staff would call M. Christopher L.
Boggs.
JUDGE TAPI A: M . Boggs, would you raise your
ri ght hand.
(Wher eupon the witness was sworn
by Judge Tapia.)
JUDGE TAPI A: Thank you.
Whenever you're ready, go ahead.
MR. LANNON: Thank you.
CHRI STOPHER L. BOGGS
called as a witness herein, on behalf of staff of the
II'1inois Commerce Conmm ssion, having been first duly
sworn on his oath, was exam ned and testified as
foll ows:
DI RECT EXAM NATI ON
BY MR. LANNON
Q Can you please state your name?
A Chri stopher L. Boggs (B-0-g-g-s).
Q And who is your enployer and what is your

busi ness address?
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A I'l'linois Commerce Comm ssion, 527 East
Capitol, Springfield, Illinois, 62701.

Q And what is your position at the Illinois
Commer ce Conm ssion?

A ' ma rates anal yst.

Q Did you prepare written exhibits for
submttal in this proceeding?

A | did.

Q Do you have before you a docunment which has
been marked for identification as |ICC Staff
Exhibit 7.0 which consists of a cover page, table of
contents, 30 pages of narrative testinmony, and it's

titled "Direct Testinony of Christopher L. Boggs"?

A Yes.

Q Did you prepare that docunent?

A Yes.

Q Do you al so have before you a docunent

whi ch has been marked for identification as |ICC Staff
Exhi bit 14. O RC which consists of a cover page, 30
pages of narrative testinony, Attachnment 14.1 RC, and
is titled "Corrected Revised Rebuttal Testinmony of

Chri stopher L. Boggs"?
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A | believe that was 13, not 30 pages.

Q Oh, thank you. You're right. 13 pages,
not 30 pages of narrative testinmony.

A Yes.

Q And did you prepare that document for
presentation in this matter?

A Yes.

Q Do you have any corrections to make to I CC
Staff Exhibits 7.0 or 14.0 RC?

A | do not.

Q Is the information contained in ICC Staff
Exhibits 7.0 and 14.0 RC true and correct to the best
of your knowl edge?

A Yes, they are.

Q And if | were to ask the same questions as
set forth in Staff Exhibit 7.0 and 14.0 RC, would
your responses be the same today?

A Yes.

MR. LANNON: Your Honor, |I'd move for adm ssion
into evidence ICC Staff Exhibits 7.0 and 14.0 RC
i ncluding Schedule 14.1 RC.

JUDGE TAPI A: Any objection to the adm ssion of
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t hose exhibits stated by M. Lannon?
Hearing no objection, |ICC Staff
Exhibit 7.0 which is the direct testinony of
M . Boggs and I CC Staff Exhibit 14.0 RC along with
the Schedule 14.1 RC is admtted into evidence.
Thank you, M. Lannon. You can
conti nue.
(Whereupon | CC Staff Exhibits
7.0 and 14.0 RC were adm tted
into evidence at this tine.)
MR. LANNON: Thank you.
M . Boggs is avail able for
Cross-exam nation.
MS. SATTER: | have no questions.
JUDGE TAPI A: Ckay. M. Al perin?
MR. ALPERI N: | have no questions. Thank you.
JUDGE TAPI A: M . Bal ough?
MR. BALOUGH: No questi ons.
JUDGE TAPI A: The conpany?
MR. STURTEVANT: No questions.
JUDGE TAPI A: Thank you, M. Boggs.

(W tness excused.)
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JUDGE TAPI A: Staff will call their next
wi t ness.
MS. BUELL: Thank you, Your Honor.
Staff calls Daniel Kahle to the stand.
M . Kahl e has not been sworn in, Your
Honor .
JUDGE TAPI A: I|f you would raise your right
hand.
(Wher eupon the witness was sworn
by Judge Tapia.)
JUDGE TAPI A: Thank you, M. Kahle.
Whenever you're ready, M. Buell.
MS. BUELL: Thank you, Judge.
DANI EL KAHLE
called as a witness herein, on behalf of staff of the
II'1inois Commerce Conmm ssion, having been first duly
sworn on his oath, was exam ned and testified as
foll ows:
DI RECT EXAM NATI ON
BY MS. BUELL:
Q M . Kahle, would you please state your ful

name for the record and spell your |ast nane
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A Dani el Kahl e. Last nane is spelled
K-a-h-1-e.

Q M . Kahle, by whom are you enpl oyed?

A The Illinois Comrmerce Conmm ssion.

Q And what is your position with the Illinois
Commer ce Comm ssion?

A | am an accountant in the Financial
Anal ysi s Divi sion.

Q And have you prepared written testinmny for
purposes of this proceeding?

A Yes.

Q Do you have before you a docunment which has
been marked for identification as |ICC Staff
Exhibit 1.0 consisting of a cover page, table of
contents, 17 pages of narrative testinmony,
Schedules 1.1 through 1.11, and is titled "Direct
Testi nony of Daniel Kahle's?

A Yes.

Q And is this a true and correct copy of your
direct testinmny?

A Yes.

Q And do you al so have a docunent which has
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been marked for identification as |ICC Staff

Exhi bit 8.0R consisting of a cover page, table of
contents, 12 pages of narrative testinmony,
Schedules 8.1 through 8.7R, and is titled "Rebuttal
Testi nony of Daniel Kahle"?

A Yes.

Q And is this a true and correct copy of your
rebuttal testinony?

A Yes.

Q Do you have any changes to make to your
prepared revised rebuttal testinmony, M. Kahle?

A Yes, | do.

Q What is that change?

A After reviewi ng the surrebuttal testinmony
of the conpany witness Kerkove, | am no |onger
sponsoring ny proposed adjustments to cash working
capi tal that appear fromlines 153 through 230 of ny
revised rebuttal testinony.

Q Now, M. Kahle, is the information
contained in your direct and revised rebuttal
testimony and in your company schedul es true and

correct to the best of your know edge?
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A Yes.

Q And except for the one change you just made
to your revised rebuttal testinmony, if you were asked
t he same questions today, would your responses be the
same?

A Yes.

MS. BUELL: Your Honor, at this time, | ask for
adm ssion into evidence M. Collins prepared direct
testinony, ICC Staff Exhibit 1.0 including the
attached schedul es, and M. Kahle's prepared rebuttal
testinony marked as I1CC Staff Exhibit 8.0R including
t he attached schedul es.

And |1'd note for the record that these
are the docunents that were filed with the
Comm ssion's e-docket system on Septenber 28, 2009
for his direct testinony and November 24, 2009 for
his revised rebuttal testinony.

JUDGE TAPI A: Thank you, Ms. Buell

Any objection to the adm ssion of
t hose exhibits?
Hearing no objection, |ICC Staff

Exhibit 1.0, along with the Schedules 1.1 to 1.11,
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which is the direct testinony of M. Kahle, and |ICC
Staff Exhibit 8. OR with the attached schedul es are
admtted into evidence.
(Wher eupon | CC Staff Exhibits
1.0 and 8.0R were admtted into
evidence at this time.)
MS. BUELL: Thank you, Your Honor.
| tender M. Kahle for
Cross-exam nation.
JUDGE TAPI A: Thank, Ms. Buell.
Ms. Satter?
MS. SATTER: No t hank you.
JUDGE TAPI A: M. Alperin?
MR. ALPERI N: | have not hing, Your Honor.
Thank you.
JUDGE TAPI A: The conpany?
MR. STURTEVANT: Not hi ng, Your Honor.
JUDGE TAPI A: Thank you, M. Kahle.
(W tness excused.)
JUDGE TAPI A: Staff will call their next
wi t ness.

MR. LANNON: Thank you, Your Honor.
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Staff calls Peter Lazare.
JUDGE TAPI A: M. Lazare, if you can raise your
ri ght hand.
(Wher eupon the witness was sworn
by Judge Tapia.)
JUDGE TAPI A: Thank you.
PETER LAZARE
called as a witness herein, on behalf of staff of the
II'1inois Commerce Comm ssion, having been first duly
sworn on his oath, was exam ned and testified as
foll ows:
DI RECT EXAM NATI ON
BY MR. LANNON
Q Can you please state your full name for the
record spelling your |ast name?
A Peter Lazare (L-a-z-a-r-e).
Q And who is your enployer and what is your
busi ness address?
A 1 1inois Comerce Comm ssion. Busi ness
address is 527 East Capitol Avenue, Springfield,
62701.

Q What's your position at the Illinois
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Commer ce Conmi ssion?

A Senior rates anal yst.

Q Did you prepare written exhibits for
submttal in this proceeding?

A Yes.

Q Do you have before you a docunment which has
been marked for identification as |ICC Staff
Exhibit 6.0 which consists of a cover page, table of
contents, 39 pages of narrative testinmony,
Schedules 1 through 3, and is titled "Direct

Testimony of Peter Lazare"?

A Yes.

Q Did you prepare that docunent?

A Yes.

Q Do you have before you a docunment which has

been marked for identification as |ICC Staff
Exhi bit 13.0 which consists of a cover page, 26 pages
of narrative testinmony and is titled "Rebuttal

Testimony of Peter Lazare"?

A Yes.
Q Did you prepare that docunent?
A Yes.
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Q Do you have any corrections to make to I CC
Staff Exhibits 6.0 or 13.07

A No.

Q Is the information contained in ICC Staff
Exhibits 6.0 and 13.0 true and correct to the best of
your knowl edge?

A Yes.

Q And if | were to ask the same questions as
contained in Staff Exhibit 6.0 and 13.0, would your
responses be the same today?

A Yes.

MR. LANNON: Your Honor, |I'd move for adm ssion
into evidence ICC Staff Exhibit 6.0, including
Schedules 1 through 3, and I CC Staff Exhibit 13.0.

JUDGE TAPI A: Thank you.

Any objection to the exhibits just
stayed by M. Lannon?

Hearing no objection, |ICC Staff
Exhibit 6.0 which is the direct testinony of
M . Lazare along with the Schedules 1 to 3 and ICC
Staff Exhibit 13.0 which is rebuttal testimny of

M. Lazare will be adm tted.
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(Whereupon | CC Staff Exhibits
6.0 and 13.0 were adm tted into
evidence at this time.)
JUDGE TAPI A: Ms. Satter?
MS. SATTER: No t hank you.
JUDGE TAPI A: M. Alperin?
MR. ALPERI N: Not hing at this time. Thank you.
JUDGE TAPI A: M . Bal ough?
MR. BALOUGH: No questions, Your Honor.
JUDGE TAPI A: And the conpany?
MR. STURTEVANT: No questions, Your Honor.
JUDGE TAPI A: Thank you, M. Lazare.
(W tness excused.)
JUDGE TAPI A: Movi ng right along, if staff
woul d call their next w tness.
MR. LANNON: Thank you, Your Honor. Staff
calls M. Philip Rukosuev.
JUDGE TAPI A: M . Rukosuev, could you raise
your right hand?
(Wher eupon the witness was sworn
by Judge Tapia.)
JUDGE TAPI A: Thank you.
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M . Lannon, go ahead whenever you're

ready.

MR. LANNON: Thank you, Your Honor.

PHI LI P RUKOSUEV
called as a witness herein, on behalf of staff of the
II'1inois Commerce Conmm ssion, having been first duly
sworn on his oath, was exam ned and testified as
foll ows:
DI RECT EXAM NATI ON

BY MR. LANNON

Q Pl ease state your full name for the record
spelling your |ast name.

A First name is Philip; last name is Rukosuev
Rukosuev (R-u-k-o0-s-u-e-v).

Q VWho is your enployer and what is your
busi ness address?

A ' m enpl oyed by the Illinois Conmmerce
Comm ssion, and the address is 527 East Capitol
Avenue, Springfield, Illinois 62701.

Q And what's your position at the Illinois
Commer ce Comm ssion?

A ' m enpl oyed as a rate analyst in the
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Fi nanci al Anal ysis Division.

Q Did you prepare written exhibits for
submttal in this proceeding?

A | did.

Q Do you have before you a docunment which has
been marked for identification as |CC Staff
Exhibit 5.0 which consists of a cover page, 47 pages
of narrative testimony, and is titled "Direct
Testinony of Philip Rukosuev?

A Yes.

Q Did you prepare that docunent for
presentation in this matter?

A Yes, | did.

Q And you al so have before you a docunent
mar ked for identification as ICC Staff Exhibit 12.0R
whi ch consists of a cover page, 20 pages of narrative
testimony, Attachments 12. 1R, 12.2R, and 12. 3R, and

is titled "Revised Rebuttal Testinony of Philip

Rukosuev?
A Yes.
Q Did you prepare that document for

presentation in this matter?
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A | did.

Q Did you have any corrections to ICC Staff
Exhibit 5.0, your direct testinony?

A No.

Q | believe you had some corrections to your
revised testimony or your revised rebuttal testinmony
which is ICC Staff Exhibit 12.0R, is that right?
Yes, | do.

And is the first correction on page 77
Yes.

Can you identify that correction?

Line 135 says 89. 09 percent change.

It was changed to 89.09 percent, correct?

> o > O > O >

Yes.

Q And i s your next correction on page 9 of
your revised rebuttal testinony?

A Yes.

Q And the first corrections on page 9 would
be in Table 2, is that correct?

A Yes.

Q And woul d that be the colum identified as

mont hly i ncrease, residential?
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A Yes.

Q Al'l the nunbers contained in that column
are changed?

A Yes.

Q And the colum identified as nonthly doll ar
increase, commercial, were all the numbers in that
col um changed?

A Yes.

Q And the colum identified as nonthly doll ar
increase industrial, were all the nunmbers contained
in that colum changed?

A Yes.

Q And did you have one further change on page
9?

A Yes. Line 180, it was changed to 97
percent .

Q And on page 10, did you have some changes
in Table 3, page 107?

A Yes.

Q And the nunbers contained in nonresidenti al
proposed columm, were all the nunmbers changed there?

A Yes.
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Q And were all the numbers changed in the
colum identified as nonresidential percentage
i ncrease changed?

A Yes.

Q And was the number contained in the colum
identified as residential a proposed change?

A Yes.

Q And |i kewi se, was there a change in the
colum identified as residential percentage increase?

A That's correct, yes.

Q And turning to page 15, did you have
changes on that page contained in Table A?

A Yes.

Q And were the nunbers contained in the
colum identified as average bill impacts under

staff's proposed rates, residential, all changed?

A Yes.
Q Li kewi se, were the numbers contained in the
colum identified as average bill impacts under

staff's proposed rates, conmmercial, all changed?
A Yes.

Q Li kewi se, were the numbers contained in the
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colum identified as average bill impacts under
staff's proposed rates, industrial/large conmmercial,
all changed?

A Yes.

Q Were those all the changes you had in your
revised rebuttal testinony?

A Yes.

Q And did you prepare that document for
presentation in this matter?

A Yes.

Q And subject to the corrections you just
noted, is the information contained in | CC Staff
Exhibit 5.0 and 12.0R true and correct to the best of
your knowl edge?

A Yes.

Q And subject to the corrections you already
pointed out, if I were to ask the same questions as
set forth in ICC Staff Exhibits 5.0 and 12.0R, would
your responses be the same today?

A Yes.

MR. LANNON: Your Honor, |'d nove for adm ssion

into evidence ICC Staff Exhibits 5.0 and 12.0R
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including attachments 12.1R, 12. 2R, and 12. 3R

JUDGE TAPI A: Thank you, M. Lannon.

Any objections to the adm ssion of
t hose exhibits?

MR. STURTEVANT: No, none here.

JUDGE TAPI A: Hearing no objection, ICC Staff
Exhibit 5.0, 12.0R and the attached Exhibits 12.01R
t hrough 12. 03R subject to the corrections stated on
the record are admtted into evidence.

(Whereupon | CC Staff Exhibits
5.0 and 12.0R thru 12.03R were

admtted into evidence at this

time.)
MR. LANNON: And, Your Honor, I'Ill be filing a
cl ean version. | passed out a red line for everybody

in the room today, but later on this afternoon, we'll
file a clean version with updated schedul es al so.
JUDGE TAPI A: Okay.
MR. LANNON: Wbould you like me to title that
sonmething |ike second revised rebuttal testimny?
JUDGE TAPI A: Yes, for clarification and for

the benefit of Judge Jones.
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MR. LANNON: W Il do.

Thank you, Your Honor, and with that,
M. Phil is available for cross-exam nation.

JUDGE TAPI A: Ms. Satter?

MS. SATTER: No t hank you. | have no
guesti ons.

JUDGE TAPI A: M. Al perin?

MR. ALPERI N: "Il defer to M. Bal ough.

JUDGE TAPI A: Okay. M. Balough?

MR. BALOUGH: Thank you. Good mor ni ng.

THE W TNESS: Good mor ni ng.

MR. BALOUGH: | just have a few questions for
you.

CROSS- EXAM NATI ON
BY MR. BALOUGH:

Q I n your recomendations, you're proposing
to |l eave the private fire protection charge for the
Chi cago Metro area unchanged, is that correct?

A That's correct.

Q And the private fire protection charge is
the fee that Illinois-American charges to custoners

who have their own fire sprinkling systemin their
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building, is that correct?

A Yes. You asked you about Chicago Metro,
right?

Q Chi cago Metro, and ny questions wll just
be confined to Chicago Metro.

A Uh- huh.

Q Am | correct that the cost of service that
you revi ewed indicated that that charge go down?

A For private?

Q For private.

A No. | said it should be left unchanged.
Q | understand you said it should be |eft
unchanged, but | believe, didn't you also testify

that the study that you | ooked at would indicate that
t hat charge shoul d decrease?

A No.

MR. LANNON: Coul d you point to a page if you
have one?

Q You say on page 40 of Exhibit 5.0 that you
agree with the conpany that the private fire service
rates for Chicago Metro should remain unchanged, is

that correct?
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A That's correct.

Q On the next page, you say that the rate
shoul d not be decreased either because significant
i ncreases are being proposed in other charges, is
t hat correct?

A That's correct.

Q So you're saying that you believe that the
cost of service indicates that that charge should not
be decreased?

A Well, ny reasoning was that | did not want
to decrease them because, first of all, | did not
want to create a greater increase in other charges,
t hereby actually producing adverse bill inpacts
possi bly because if you decrease those revenues, you
have to shift them somewhere el se. | did not find
t hat necessary, and that was ny reasoning.

Q Well, | guess ny question is, did you find
t hat based upon a cost of service that they should
have been decreased?

A | said in line 821, page 40 when | was
referring to the cost of service for Chicago Metro

Water District which is private, | said that the cost
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of service is 654,339, and the conpany is actually
recovering nore than cost of service, 902,420, that
was approved in the previous rate case which is
recovery of 138 percent.

The conpany did not propose an
increase in rates because they were recovering
actually nmore than cost of service, and | found that
t hey shouldn't be changed because the previous rate
case approved that specific increase. It was
approved in the previous rate case, and | didn't want
to touch that, and |I left it unchanged basically.

Q But you would agree that the cost of
service indicates that that rate should be
recovering, if we're doing a pure cost of service,
shoul d be recovering $654, 3397

MR. LANNON: Objection. Asked and answered.

MR. BALOUGH: Your Honor, | don't think it
was -- I'mtrying to ask a clearer question. | don't
think I got a clear answer.

JUDGE TAPI A: | agree with M. Bal ough.
don't think the witness actually answered the

gquesti on.
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Overrul ed.

THE W TNESS: Well, | can repeat the answer.

MR. BALOUGH: Let ne just ask, yes or no, that
under the cost of service of the conmpany that the
cost of service for private fire protection is
$654, 3397

A That's correct.

Q And is it correct, yes or no, that under
the present rates which you say should remain in
effect that they are collecting $902, 4207

A That's correct.

Q So if the rate were to be set at the cost
of service, it would indicate there should be a
decrease in the rate?

A According to what you're saying, that's
correct.

Q Okay. Let nme ask you anot her questi on.

Did you review, in preparing your
testinony, any of the testinony filed by the
intervenors in this case?

A Did I review any?

Q Yes.
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A I'mfamliar with the testimny of Homer
Gl en.

Q And you reviewed the testinony of Fire
Chi ef M chael Schofield?

(Pause)

A | have not reviewed his testinmony
originally when | was dealing with private fire.

Q So if you had not reviewed his testinony,
would | be correct to assume that you did not do any
cost analysis as to the cost of a private fire
protection charge versus any cost decrease for the
price of insurance for a facility?

A | have not done such an analysis, no.

Q And you have not taken into account any
public policy issues concerning any tradeoffs between
a private fire protection charge and the ability of
builders to include fire protection facilities and

buil dings, is that correct?

A That's correct. | have not made such an
anal ysi s.
MR. BALOUGH: | have no other questions.

JUDGE TAPI A: Thank you, M. Bal ough.

593



10

11

12

13

14

15

16

17

18

19

20

21

22

Any redirect?
MR. LANNON: No redirect, Your Honor.
JUDGE TAPI A: Thank you very much. You're
excused.
(W tness excused.)
JUDGE TAPI A: Staff can call their next
wi t ness.
MS. BUELL: Thank you, Your Honor.
As | explained this morning, staff
wi tness Phil Hardas will be sponsoring the direct and
rebuttal testinony that was prefiled by staff w tness
Sheena Kight-Garlisch.
In that regard, staff calls Phi
Hardas to the stand.
JUDGE TAPI A: M . Hardas, would you raise your
ri ght hand?
(Wher eupon the witness was sworn
by Judge Tapia.).
JUDGE TAPI A: Thank you.

Ms. Buell, whenever you're ready.
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PHI L HARDAS
called as a witness herein, on behalf of staff of the
II'1inois Commerce Comm ssion, having been first duly
sworn on his oath, was exam ned and testified as
foll ows:
DI RECT EXAM NATI ON

BY MS. BUELL:

Q M . Hardas, would you please state your
full name and spell your |ast name for the record?

A My name is Phil Hardas. Last name is
spelled H-a-r-d-a-s.

Q And, M. Hardas, by whom are you enpl oyed?

A ' m enpl oyed by the Illinois Commerce
Comm ssi on.

Q And your position at the Illinois Comrerce
Comm ssion is...

A ' m a senior financial analyst in the
Fi nance Depart ment.

Q M . Hardas, do you have before you a
document which has been marked for identification as
| CC Staff Exhibit 3.0 and is titled "Direct Testinony

of Sheena Kight-Garlisch"?
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A Yes.

Q s it your testinmony today that you are
adopting the direct testinony of M. Kight-Garlisch
as your own for this proceedi ng?

A Yes.

MS. BUELL: Your Honor, for identification
purposes, this is the direct testinony that was filed
via the Conmm ssion's e-docket system on Septenber 28,
2009, and attached to this testinony are
Schedules 3.1 and 3. 2.

Q M . Hardas, do you al so have before you a
document which has been marked for identification as
| CC Staff Exhibit 10.0 and is titled "Rebuttal
Testi nony of Sheena Kight-Garlisch"?

A Yes.

Q s it your testinmony today that you are
adopting the rebuttal testimny of Ms. Kight-Garlisch
as your own for this proceeding?

A Yes.

MS. BUELL: And, Your Honor, for identification
purposes, this is the rebuttal testinony that was

filed via the Comm ssion's e-docket system on
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November 13, 2009 and attached to this testinony are
Schedul es 10.1 and 10. 2.

Q Now, M. Hardas, with respect to the
guestions and answers contained in the direct and
rebuttal testinony that you've just identified, would
your answers be the same today?

A Yes.

Q Are you aware of any corrections that
should be made to ICC Staff Exhibits 3.0 or 10.07?

A No.

MS. BUELL: Your Honor, at this time, | would
ask for adm ssion into evidence ICC Staff Exhibit 3.0
i ncluding Schedules 3.1 and 3.2 and I CC Staff
Exhi bit 10.0 including Schedules 10.1 and 10. 2.

And |1'd note for the record that these
are the same docunments that were filed via the
Comm ssion's e-docket system on Septenber 18th and
November 13, 2009 respectively.
JUDGE TAPI A: Thank you, Ms. Buell
Any objection to the adm ssion of
t hose exhibits just stated by Ms. Buell ?

Heari ng no objection, 3.0 which is the
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direct testimny of Sheena Kight-Garlisch along with
t he Schedules 3.1 and 3.2 and Exhibit 10.0 which is
rebuttal testinony of Sheena Kight-Garlisch with the
attached Schedules 10.1 and 10.2 are admtted into
evi dence.
(WMhereupon I CC Staff Exhibits
3.0 and 10.0 were adm tted into
evidence at this time.)
MS. BUELL: Thank you, Your Honor.
| tender M. Hardas for
Cross-exam nation.
JUDGE TAPI A: Ms. Satter?
MS. SATTER: Yes, | have a few questions.
Thank you.
JUDGE TAPI A: Go ahead.
MS. SATTER: Good nor ni ng. My nanme is
Susan Satter. ' mrepresenting the People of the
State of Illinois. | have a few questions for you
focusing on the rebuttal testinmony.
CROSS- EXAM NATI ON
BY MS. SATTER

Q Now, is it correct, and | ooking at
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Schedule 10.1 as referenced, is it correct that staff
is recommendi ng . 003 percent of the capital structure
to be represented by short-term debt?

A That's correct. If you're referring to
Schedul e 10.1 for short-term debt and go over to the
wei ghted cost colum, it would read .003 percent.

Q And the percent of total capital is .15
percent, right?

A That's correct.

Q And the weighted cost is 3/1000 of one
percent, is that right?

A Actual Iy, that would be 3/10 of a basis
poi nt .

Q That's another way to say it.

And so in your testinony, you're
attributing approximately 1.08 mlIlion dollars for
short-term debt, is that correct?

A That's what it shows on Schedul e 10. 1,
that's correct.

Q Okay. Now, on page 2 of your Exhibit 10.0
which is the rebuttal, you essentially say that the

cost of short-term debt is inmmaterial because the
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amount of short-term debt in the capital structure is
so small, is that correct?

A That's correct.

Q Okay. Now, do you agree that if the
portion of short-term debt were increased in the
capital structure and the portion of conmmon equity
were reduced, it would reduce the revenue requirenment
in this rate case?

A "' m sorry. Can you repeat that again
exactly?

Q Do you agree that if the portion of
short-term debt in the capital structure were
i ncreased and the portion of conmmon equity in the
capital structure were reduced, it would reduce the
revenue requirenment in the case?

A If you increase an input on the schedul e
with a | ower cost of debt, I'"msorry, with a | ower
cost, which short-term debt is on the schedule 1.97
percent, if you increase the amount of any portion of
t hat and thus decrease an amount with a higher cost,
t hen, yes, it would change.

Q Do you agree that ordinarily it's the
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policy of ICC witnesses to use the actual short-term
debt rates as an input in determning the overal

cost of capital ?

A In this case, what | | ooked at would be --
if you're talking the Illinois-Anmerican's actual
short-term debt bal ances for 2009, | didn't review
t hose.

Q Okay. Well, | ooking at line 40 on page 2

through line 41, 42, on page 3, is it your

under standi ng that as a general matter, you
ordinarily use the actual cost of short-term debt at
the time the case is being considered as an input?

A That's correct if you're tal king about the

cost .

Q Yes.

A Yes, and not the amount.

Q Correct.

A Yes, then the actual would be what was
referred.

Q Okay. So if the actual rate of short-term
debt referenced in your testimny at line 36 which is

. 4634 percent were applied to a short-term debt ratio
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of 3.1 percent as opposed to zero percent, do you
agree that the revenue requirement would increase by
about three mllion?

A | haven't | ooked at that, but | think I
answered your question in regards to if you're
actually increasing the portion of short-term debt
and that anmount does increase and in relation you
decrease a higher cost conmponent, then that would
change.

MS. SATTER: OCkay. Thank you. That's all |
have.

JUDGE TAPI A: Thank you, Ms. Satter.

M. Al perin?

MR. ALPERI N: No questions. Thank you.

JUDGE TAPI A: The conpany?

MR. STURTEVANT: No questions, Your Honor.

JUDGE TAPI A: Any redirect?

MS. BUELL: Thank you, Your Honor. Staff has
no redirect.

JUDGE TAPI A: Thank you. You' re excused.

(W tness excused.)

JUDGE TAPI A: Ms. Buell, that's your | ast
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wi t ness according to nmy |ist.

MS. BUELL: Yes, that's correct, Your Honor.
That was staff's |ast w tness.

JUDGE TAPI A: OCkay. Then we'll adjourn until
3 o'clock.

MS. BUELL: Your Honor, did we need to discuss
now the final cross exhibit offered by the Attorney
General ?

JUDGE TAPI A: Okay. If you're ready to.

MS. SATTER: Yes. Ms. Buell was able to pul
the cover page for the response to LHW 3. 05 update
which is what the documents that were marked as AG
Cross Exhibits 20 and 21 referred to.

JUDGE TAPI A: Ckay.

MS. SATTER: And what |1'd like to do, if this
won't be too confusing, is to offer AG Cross Exhibit
Exhi bit 20 including the cover page and both of the
attachments that are referenced in the cover page so
that | would not need to | abel AG Cross Exhibit 21
because 21 would be subsumed as one of the two
attachments to AG Cross Exhibit 20.

JUDGE TAPI A: Ckay. So you're just offering AG
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Cross Exhibit No. 20 to include the cover pages with
the attachments?

MS. SATTER: Right. They're the sane
docunments.

JUDGE TAPI A: OCkay. Then you're wi thdraw ng
217

MS. SATTER: But | will withdraw then 21 as
| abel ed previously.

JUDGE TAPI A: Okay. And there's no objection
to the adm ssion of that exhibit?

MR. STURTEVANT: | guess, Your Honor, | don't
have an objection to the adm ssion of this, but I
guess that would be subject to noting on the record
that this response is an update to response to LHW
304 as it says in the response here which contained
additional information beyond just what was in this
response.

JUDGE TAPI A: Okay. That's so noted then.

And, Ms. Buell, do you still have your

objection to AG Cross Exhibit 20 along with
Ms. Satter's update?

MS. BUELL: Your Honor, given the fact that the
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staff data request and the response has now been
i ncluded, staff would have no further objection.
JUDGE TAPI A: OCkay. Thank you, Ms. Buell.
Then hearing no objection, AG Cross
Exhi bit No. 20, which includes the cover page with
attachments, is admtted into evidence, and AG cross
Exhibit No. 21 is withdrawn as Ms. Satter offered it.
(Wher eupon AG Cross Exhibit 20
was adm tted into evidence at
this time.)
MS. SATTER: Thank you.
And | will make copies and distribute
them at the close today.
JUDGE TAPI A: Okay. And then you'll also file
it on e-docket?
MS. SATTER: Yeah, | will file all of AG cross
exhi bits on e-docket hopefully on Friday.
JUDGE TAPI A: OCkay. Thank you, Ms. Satter.
Anyt hing we need to discuss before we
adj ourn?
MR. STURTEVANT: | guess ny only question is if

you'd like, | could see if M. Duddles is avail able
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sooner than 3 o'clock if everybody wants to sit
around for five mnutes while | make the phone cal
to his attorney and see what he has to say for

hi msel f .

JUDGE TAPI A: Okay. Why don't we just take a
break. Why don't we take a ten-m nute break and give
M. Sturtevant some tinme to call, and then we'll know
at noon.

(Recess taken.)

MR. STURTEVANT: The witness is apparently not
back in his office yet so | would recomend that we
just adjourn till 3 o'clock.

JUDGE TAPI A: We're adjourned till 3.

(Whereupon a recess was taken
from 12:15 p.m to 3:00 p.m)
(Wher eupon the hearing
reconvened at 3:00 p.m Pr esent
are M. Sturtevant, Ms. Satter
via tel econference, M. Bartel
via teleconference, and Linda
Buel | .)

JUDGE TAPI A: By the authority vested in ne by
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the Illinois Commerce Comm ssion, | now call Docket
No. 09-0319. This is a case initiated by
I11inois-American Water Conpany, its rate increase
petition.

May | have appearances for the record
as far as this limted hearing?

MR. STURTEVANT: Your Honor, appearing on
behal f of Illinois-American Water Conpany, Al bert
Sturtevant of Jones Day.

JUDGE TAPI A: \Who entered his appearance
earlier.

MS. BUELL: Appearing on behalf of staff
wi tnesses of the Illinois Commerce Conmm ssion, Linda
M. Buel | .

MS. SATTER: Appearing on behalf of the People
of the State of Illinois, Susan Satter, and | entered
my appearance earlier today.

MR. BARTEL: Appearing on behalf of the City
Des Pl ai nes, Raynmond P. Bartel. W entered an
appearance earlier on the docket | believe.

JUDGE TAPI A: Can you spell your |ast name,

M. Bartel ?
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MR. BARTEL: Certainly. B-a-r-t-e-1, staff
attorney for the City of Des Plaines.

JUDGE TAPI A: M. Bartel, did you enter your
appearance this norning?

MR. BARTEL: Not this morning, no. | believe
we e-filed it earlier in these proceedings.

JUDGE TAPI A: Oh, okay. Just go ahead for the
record and state your address and phone nunber,
pl ease.

MR. BARTEL: Certainly. Address, 1420 M ner
Street, Mi-n-e-r Street, Des Plaines, Illinois,
60016.

JUDGE TAPI A: Thank you very much, M. Bartel.

Okay. We can go ahead and proceed.
My understanding is M. Duddles is
going to testify today.

MR. BARTEL: That is correct, and he is present
in the room

JUDGE TAPI A: Okay. M . Duddles, if you can
rai se your right hand.

(Wher eupon the witness was sworn

by Judge Tapia.)
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JUDGE TAPI A: Thank you.

M . Bartel, you can proceed.

WIl you be -- well, do you have any
direct for your witness before M. Sturtevant has
some cross | believe?

MR. BARTEL: It's my understanding that the
cross is going to be conducted based upon
M . Duddl es' written response to the surrebuttal
testinony of Bernard L. Uffel man.

JUDGE TAPI A: Okay.

MS. SATTER: Judge?

JUDGE TAPI A: Yes?

MS. SATTER: | believe that the City of
Des Pl aines witnesses filed prefiled testimny.
did not move to introduce this testimny this
afternoon, but | think that it's being offered

originally by affidavit, and then he was just going

to be present for this additional piece of testinmony,

which is also prefiled, and cross-exam nation.
JUDGE TAPI A: Okay. So it's already been
filed? The affidavit has already been filed on

e-docket ?
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MR. BARTEL: That's correct.

JUDGE TAPI A: Ckay. OCkay. Then --

MR. STURTEVANT: |'m sorry. This is Albert
Sturtevant. Ils the supplemental testinmny, the
response to surrebuttal testinony of Bernard

Uf fel man, was that filed on e-docket?

MR. BARTEL: | believe we noted that it was,
but I'"lIl have to check the filing. We had it on
originally, but if not, I'"Il offer it instanter, 1'II

have M. Duddles testify verbally, however everyone
wants to proceed.

JUDGE TAPI A: Well, M. Bartel, I"monly here
for the limted purpose of these proceedings. Judge
Jones will take over after today.

Did you want to admt it into
evi dence?

MR. BARTEL: Yes. We nove to admt the written
response of M. Duddles into evidence instanter. W
woul d make that nmotion and subject to the
cross-exam nation obviously of M. Sturtevant.

JUDGE TAPI A: Okay. So it would be the direct

testinony of M. Duddles and his suppl enent al
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testi nony?

MR. BARTEL: It would only be his suppl ement al
testinony. We did have on e-docket his direct
testinony.

JUDGE TAPI A: | see.

MR. BARTEL: We did offer that by affidavit.

JUDGE TAPI A: Okay. Is there any objection?

At this point, we don't have all the
parties here.

MS. BUELL: Judge, staff has seen the direct
testimony of M. Duddl es but apparently was not
served with any additional testinmny that was
prefiled by M. Duddles, so staff couldn't say
whet her it objects to this testimny or not because
staff hasn't seen it.

JUDGE TAPI A: Ckay. "1l take that as an
objection to the adm ssion of the suppl enent al
testinony since, M. Bartel, staff doesn't seemto
have remembered being served the suppl emental.

MR. BARTEL: We did not serve them no. The
city did not serve them

JUDGE TAPI A: Ms. Satter, do you have any
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position?

MS. SATTER: My understanding is that in
connection with the resolution of outstanding notio
to strike, there was a nmessage fromthe city and so
various parties and the conmpany that M. Duddl es
couldn't respond.

Now, that was not part of the motion
to strike and, |I'm sorry, was not part of those
di scussi ons.

In addition, the response that was
filed by M. Duddl es does not address any testinmony
exhibits or issues that were addressed by staff in
t he case, and although, of course, staff should see
everything in the case, the discussions relative to
this limted rebuttal were between the munici pal
parties and the conpany.

MS. BUELL: Nonet hel ess, Your Honor, it's a
procedural requirenment that all testinony to be
offered into the evidentiary record be filed on
e-docket and served on the parties.

JUDGE TAPI A: Your response, M. Bartel?

MR. BARTEL: We were assum ng that that was

ns

me
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bei ng wor ked out. However, on behalf of the City, we
did not file this on e-docket. W thought it was
bei ng worked out with all parties that it would be
filed by agreement.
JUDGE TAPI A: Okay. Let's go off the record
for a m nute.
(Whereupon an off-the-record
di scussion transpired at this
time.)
JUDGE TAPI A: Okay. We're back on the record.

The parties and | discussed the way
we're going to proceed in this case is M. Duddles is
going to testify, and M. Sturtevant is going to
conduct cross-exam nation and any parties who wi sh to
cross-exam ne M. Duddl es.

At that time, after, M. Bartel, the
attorney for M. Duddles, will file a notion to |eave
instanter, and the parties at that time will have an
opportunity to file a motion to strike if they feel
it's appropriate.

Any questions?

MR. BARTEL: No.
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MR. STURTEVANT: No.
JUDGE TAPI A: Thank you.
Then M. Bartel or M. Sturtevant,
whi chever .
Do you need any direct testinmny from

M . Duddles, M. Bartel ?

MR. BARTEL: Yes, yes. l'd like to call
M . Duddl es.

JUDGE TAPI A: OCkay. Thank you. \henever
you're ready.

JON DUDDLES
called as a witness herein, via teleconference, on
behal f of City of Des Plaines, having been first duly
sworn on his oath, was exam ned and testified as
foll ows:
DI RECT EXAM NATI ON

BY MR. BARTEL:

Q M . Duddl es, you have been previously sworn
here this afternoon, correct?

A Yes.

Q Okay. Wuld you state your name again for

the record?
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A Jon Duddl es.

Q And are you the same Jon Duddl es who
of fered direct testinmony in this case which was filed
Oct ober 2, 2009?

A Yes.

Q Okay. Have you read the surrebuttal
testimony of M. Bernard Uffel man on behal f of
Il1inois-American Water Conmpany as it pertains to
projects within the City of Des Pl aines?

A Yes, | specifically reviewed the portion
about the City of Des Plaines use of funds fromthe
Mot or Fuel Tax for street repairs associated with
wat er and sewer repair.

Q Can you describe how the City of
Des Pl ai nes used Motor Fuel Tax Funds on the two
projects discussed by M. Uffel mn?

Pl ease refer to the projects by nane.

A Yes. The source of funding is used only
for street i1inprovements including drainage portion on
t he projects.

On Al den Lane I D #14 funded under MFT,

| D #1092 of the water fund, Motor Fuel Tax Funds were
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used to pay for the street rehabilitation on this
project, and water funds were used for the water main
i mprovenments only.

On Third Avenue I D Project #834 funded
under MFT and I D Project #1065 funded under MFT, a
combi nati on of Motor Fuel Tax Funds and Capital
| mprovement Funds were used to pay for the streets
and drainage i nprovements on the project.

JUDGE TAPI A: M . Duddl es, because you're on
t he phone, it's kind of hard to hear, so if you can
slow down a little bit for the benefit of the court
reporter.

MS. SATTER: Judge, | think M. Duddles is
readi ng the supplemental that was going to be filed
in witten form If it's okay with staff and the
company attorney, possibly he can just verify that
what he said, what is witten in the suppl emental
testinony is the testinmny that he wants to give
t oday, and then he doesn't have to restate it.

JUDGE TAPI A: OCkay. Well, I think we have to
have it on the record for the court reporter.

MS. SATTER: Rat her than use the paper copy?
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JUDGE TAPI A: Yes. She's having difficulty
hearing it.

So, M. Duddles, if you can slow down
alittle bit for the court reporter's benefit and
ours.

THE W TNESS: Sur e.

JUDGE TAPI A: Ckay. |'msorry, M. Bartel.

You can conti nue.

MR. BARTEL: Certainly.

Q Regardi ng the use of Modtor Fuel Tax Funds,
can you tell me how they are used on these projects?

A Yes. Mot or Fuel Tax Funds funds are only
expended on street inprovenment eligible pay itens.
At no time are any used for any water or sewer
i mprovenment worKk.

Q Now, were Motor Fuel Tax Funds used to
subsi di ze the water and sewer services in the City of
Des Pl ai nes?

A No. Contrary to Illinois-American Water's
assertion on line 285 of their response --

Q s that M. Uffelman's response?

A Yes.
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Q Thank you. Go ahead.

A Mot or Fuel Tax Funds are not used to
subsi di ze water and sewer services in the City of
Des Pl aines. W have Enterprise Funds which is
mai nly a water fund and a sanitary sewer fund that we
use for water and sanitary sewer repairs and
i mprovenments.

The projects that M. Uffel man

di scusses involve a total of $47,505.60 which was
obtained fromthe Water and Sewer Enterprise Funds
for water main inprovenment pay items only. The Motor
Fuel Tax Funds only funded street repairs for that
I mprovement project.

Q Thank you. One | ast question.

Does the city ever notify or offer to

do street repairs for Illinois-American Water
Conpany?
A Ordinarily, no. However, we will notify

I11inois-American Water when we are planning to do
street repairs so that the Illinois-American Water
Conpany repairs which will danmage our streets can be

coordi nated with our repair schedule. \When plans can
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be coordi nated, the public is not as inconveni enced
by the roadwork and costs can be m nim zed.

Q Does this conclude your testinony today?

A Yes.

MR. BARTEL: Not hing further fromthe City or
M . Duddles at this tine.

JUDGE TAPI A: Thank you, M. Bartel.

MR. BARTEL: Thank you.

JUDGE TAPI A: M. Sturtevant,
Cross-exam nation?

MR. STURTEVANT: Thank you, Your Honor.

M . Duddl es, my nane is Al bert
Sturtevant. |"m an attorney for I1llinois-American
Wat er Conpany, and |I'd like to ask a handful of
guestions in the nature of clarification to your
response.
CROSS- EXAM NATI ON

BY MR. STURTEVANT:

Q Regardi ng your statement at the end of the
response there that you notify | AWC when you were
pl anning to do street repairs, for work done on

1 1inois-American's systemin Des Plaines -- which I
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believe is a sewer system 1is that correct?

A Yes, sewer and water.

Q Sewer and wat er.

So for work that Illinois-American
does on its systemin Des Plaines, is
Il 1inois-American responsible for the street repairs
for work it does?

A Yes. They have to file for a utility
permt because they're doing work within the
right-of-way of the City of Des Pl aines.

Q Okay. And then, M. Duddles, were you able
to locate the two documents, and | believe you refer
to themin the earlier part of your testimony related
to the projects on Alden Lane and Third Avenue, and
t he documents that |I'mreferring to are entitled
"Capital improvement program 2009 project detail,
| ocation Alden Lane, project ID 1: 1092 water main,
and then also, there's a second page, City of
Des Pl ai nes, capital inprovement program 2009 project
detail, location Third Avenue, project ID 1065.

Do you have copies of those pages?

A Yes.
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Q Okay. And those pages represent pages from
the capital inprovement program project detail of the
City of Des Plaines, is that correct?

A Yes.

Q And those pages were provided to

Il1inois-American Water Conmpany in response to a data

request, is that correct?
A Yes.
MR. STURTEVANT: All right. l'd like to mark

t hose two pages as | AWC Cross Exhibit 2.
(Wher eupon | AWC Cross Exhibit 2
was marked for identification as
of this date.)
Q And, M. Duddles, I'lIl refer to the Alden
Lane project, and I just want to clarify how these
projects worKk.

So | ooking at the Alden Lane project,
when the City of Des Plaines was going to perform
this project, this was sone kind of water main
i mprovenment project, is that correct?

A Yes.

Q And when the city went to performthis
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project, they have to dig up the street, is that
correct?

A Yes.

Q And then whatever work they were doing on
the water main, that was funded through the Water
Enterprise Fund, is that correct?

A Yes.

Q And then as part of that project, there had
to be sonme street repair or rehabilitation once the
project was finished, is that correct?

A Yes.

Q And as part of the street repair -- |I'm
sorry. Let nme back up.

The street repair and rehabilitation
portion of the project, that was funded through the
Mot or Fuel Tax, is that correct?

A Yes.

MR. STURTEVANT: Ckay. | have no further
gquestions, Your Honor.

JUDGE TAPI A: Thank you.

Ms. Buell ?

MS. BUELL: Staff has nothing, Your Honor.
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JUDGE TAPI A: Ms. Satter?

MS. SATTER: Not hi ng.

JUDGE TAPI A: OCkay. Any redirect, M. Bartel?
MR. BARTEL: No redirect on behalf of the City.

JUDGE TAPI A: And, M. Sturtevant, will you be

of fering, are you offering to have this exhibit

admtted into evidence?

for

of

MR. STURTEVANT: Yes, Your Honor. | would nove

the adm ssion of | AWC Cross Exhibit 2, subject,

course, to the adm ssion of M. Duddles Exhibit 3.

JUDGE TAPI A: OCkay. Any objection fromthe

People, Ms. Satter?

MS. SATTER: No.
JUDGE TAPI A: Ms. Buell?

MS. BUELL: No, subject to the adm ssion of

Exhi bit 03, Your Honor.

JUDGE TAPI A: OCkay. Thank you.

So | AWC Cross Exhibit 2 will be

admtted into evidence subject to the adm ssion of

Exhi bit No. 03.
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(Wher eupon | AWC Cross Exhibit 2
was adm tted into evidence at
this time.)
JUDGE TAPI A: Thank you, M. Duddles. Thank
you, M. Bartel.
(W tness excused.)
JUDGE TAPI A:  Anything else we need to discuss
before I continue this case?

Just to let the parties know that
briefs are due on January 7th, and reply briefs are
due on January 21st.

' m going to continue this case
generally, and in the event that Judge Jones wants to

keep it open and there's additional things he wants

to do, | want to give himthat opportunity, so
instead of closing it, I'll continue this case
generally.

Anyt hing el se?
MS. SATTER: No.
MR. STURTEVANT: No.
MR. BARTEL: On behalf of the City of

Des Pl ai nes, thank you to everyone.
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M.

JUDGE TAPI A: Thank you. Thank you,

Sturtevant.

MR. STURTEVANT:

Thank you, Your Honor.
(Whereupon the hearing was

continued generally.)
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